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DEPARTMENT OF DEFENSE APPROPRIATIONS
FOR FISCAL YEAR 1895

TUESDAY, MARCH 1, 1984

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
, Washington, DC.
The subcommittee met at 2:30 p.m., in room SD-192, Dirksen
Senate Office Building, Hon. Daniel K Inouye (chairman) presid-

ing. .
f’nuent: Senators Inouye, Hollings, Johnston, Leahy, Bumpers,
Lautenberg, Stevens, Cochran, Specter, Domenici, and Bond.

DEPARTMENT OF DEFENSE

OFFICE OF THE SECRETARY OF DEFENSE

STATEMENT OF BON. WILLIAM J, PERRY, SECRETARY OF DEFENSE
ACCOMPANIED BY DR. JOHN HAMRE, COMPTROLLER

OPENING STATEMENT OF SENATOR INOUYE

Senator INOUYE. This afternoon we begin the defense appropria-
tions subcommittee review of the fiscal year 1995 appropriation re-
uest. The uest ore thie subcommittee is for
gz«.su,.m,ooo. is amount is about $4 'billion more than the
subcommittee provided in fiscal year 1994. If approved, it would be
the first time in this decade that the amount appropriated for these
functions increased. .

We are pleased to have the Secretary of Defense, Dr. William
Perry, here with us to discuss this request for appropriations. This
will be Dr. Perry’s initial appearance before the subcommittee as
SecretaryofDefenne,butwemcertainthntitwil]betheﬁrstof
many such appearances in this capacity.

In" conjunction with funds requested for military construction,
DOD’s budget request before the Congress is for $252.2 billion. The
estimated outlay effect of this est. is $259 billion in fiscal year
1995. The outlay level is $8.2 billion below the level estima for
fiscal year 1994,

So, Mr. Secretary, while your budget shows a vemodest in-
crease in actual spending, we are still on the decline. This large cut
in outlays means that our defense industries will once again expe-
rience deep cuts in their workload in the coming year.

As we begin our examination of your reg:est, I would like to
ghare with you my initial thoughts on the defense budget as pre-

(1)
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ger;ted to the Congress and what it might mean for our Nation’s
efense,

In summary form, the plan that the President has forwarded rep-
resents a balanced proposal for defense this year. The budget pro-
tects readiness by safeguarding operating tempos and depot main-
tenance requirements. Increases are also included for recruitin%,
and a modest 1.6-percent pay raise provided for military personnel.

The budget provides a very modest increase for research and de-
velopment, but funding for procurement once again is requested to
dechine. In part this approach recognizes the rapid modernization
which was acc:omplishﬁ-dp in the 1980's; however, it also raises seri-
ous questions about the ability to reconstitute a modernized force
if necessary in the future.

The U.S. defense industrial base is in jeopardy in many areas.
Your plan would address one area, the nuclear submarine construc-
tion. However, it Iprovides no such safe%'uard for the stealth bomber
industrial base. It increases the risk for the helicopter industrial
base, with the termination and closeout of H~80 series helicopter
production for the next 2 years.

While your statement asserts that we will begin to recapitalize
the force in the future, how can we be assured that the in ustrial
base will be available to achieve this objective? Moreover, your plan
1 believe shows a future shortfall of $20 billion, and no one knows
what additional costs lie ahead.

D is being given new funding requirements and is expanding
existing ones in peacekeeping, environmental cleanup, and defense
conversion. In this constrained budget, how will the Defense De-
partment have sufficient resources to provide for the modernization
programs that you plan-for example, the F-22, F-18E/F, the V-
22, the new attack submarine, amphibious ships, the Comanche
helicopter, the Apache Long Bow—when each of these will seek
production funds at near!ge:he same time?

eedless to say, Mr, retary, you have a very difficult time
ahead of you. The budget continues to be constrained, and many
urgent requirements must be funded. The approach offered may be
the right one for the time because it protects today’s readiness, but
it runs the risk of jeopardizing the future.

So the commitiee and 1 look forward to your comments on this
and other subjects today as they relate to your fiscal year 1995
bu&get for defense appropriations,

r. Secretary, once again welcome to the hearing, and you may
proceed as you wish, sir.

Secretary PERRY. Thank you, Mr. Chairman. I do have a pre-
pared statement which I would ask to be included in the record.

Serltxiator INOUYE. Without objection, it will be made part of the
record.

BUDGET REQUEST

Secretary PERRY. This budget we are presenting to you today is
for fiscal year 1995, but we also have prepared a defense plan for
fiscal years 1996 through 1999. In short, we have a plan here for
the rest of this century.

A budget is, of course, an aggregation of programs and dollars.
But I want to present it to you in a different way today in this
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hearing. I want to talk to you about the budget as a powerful tool
through which the Secretary implements defense strategy, because
through this budget process 1 have effectively set my priorities for
the Department.

Therefore, I want to talk today about how this budget reflects the
strategy we have adopted, and | want to share with you my prior-
ities and lay out the rationale for my choices, for the budget truly
iz about choices.

In this presentation I will accept a top line for the budget and
talk to you how I made the choices within that top line. I could al-
ternatively talk to you about what I would do if I had more dollars
or fewer dollars, but instead I am going to accept the top line and
talk to you about choices within that top line.

CHOICES WITHIN THE TOF LINE

Some of the choices are very difficult indeed, for there is not
enough money in this budget to cover every option we would like
to pursue, to h every bet. Therefore, I do expect discussion,

B even enges, and in this hearing we can open the de-

ate. My hope in this presentation is that I frame the issues for
you tgmperly 80 we can see what the choices are, what the reasons
for those choices are, and t{gu can make your own judgments about

the choices we made and reasons for them.

Fiscav YEar 1986 BUDGET
~—Ilmplements the Bottom-Up Foree Btructure
~—Protects a Ready-to-Fight Force
—Redirects Modernization Program
—B8tarts Doing Business Differently
—Reinvests Defenss Dollars

CHART 1

FACTORS GUIDING DOD BUDGET CHOICES

lwanttoutartoﬂ',if!mmk to look at the first chart,
because on this chart ]I have five principal factors which
went into our determination of the budget and which guided the
choices we made, and my presentation today iz o into dis-
cussion of each of those five elements, the first of which is that this
budget implements the bottom-up force structure.

I present that to you now. ! describe to you in a few minutes
what the implication of that is relative to what the fiscal implica-
tion of that implementation is.

Second, 1 argue that it protects a ready-to-fight force. In that
regard, I should tell you that the first document that we put out
preparatory to this budget was the guidance, which the Secretary
sends to each of the services on the basis of which the service Sec-
retaries prepare each of their service budgets. In this document, for
the first we stated that readiness would be the first priority
of each of the services in putting their budgets together.

Then, to underscore that point, we said if any other guidance we
give you in this document is in conflict with your judgment on
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readiness you should decide the issue in favor of readiness. You
will see as 1 Fo through this document today how that affected this
budget both for the positive aspects of it and the negative aspects
of including that sort of guidance in the budget.

The third is that this budget is a major redirection of the mod-
ernization program. I will explain to you the positive aspects of our
modernization program and also the very worrisome aspects. This
greatly reduced modernization program has a negative impact on
the defense industrial base, harking back to the point, Mr. Chair-
man, that you made in your opening comments.

The fourth thing that I will describe to you today is how we have
to start doing business differently in the Defense Department. This
is not just a matter of choice on my part as the Secretary; we are
cutting the budget’s top line value in the mid-1980’s 40 percent by
fiscal year 1996, more than a 40-percent cut in real terms.

It is imperative that we do business differently, We cannot main-
tain the infrastructure and the overhead base that went with the
fiscal year 1986 budget in the fiscal year 1996 program.

Finally, I will explain to you how we are reinvesting some of the
defense dollars. The major part of them are being reinvested in
other ?art.s of the Federal budget and reducing the deficit. A small
part of them are being reinvested within the defense budget itself.

FORCE STRUCTURE REDIRECTIONS
Let me go immediately, then, to the discussion on force structure.

FORCE STRUCTURE
e Bt 185 BUR
18 12 i2 10
10 N 8 +5
Marine Corps {3 Active/]1 Reserve) . 4 4 4 §
Navy:
Ship battle fOREES ..........oerenrcrcrecorsscssesenenenmes 546 430 n 36
Aircratt camiers:
Active 15 13 11 1
Reserve ) R 1 1
Navy camier wings:
Active 13 11 10 10
Reserve 2 2 1 1
Air Force:
Active fightet WingS ..o U 153 13,0 13
Reserve fighter WINES ....c.oveeecemmnnsccsssrne 12 113 15 7

CHART 2

On chart 2 I have reflected four columns here, representing dif-
ferent elements of the force structure, beginning with the cold war
base in 1990, and that lists, for example, the number of divisions,
the number of ships, the number of air force wings, and so on.

Let me take just one of those and go across horizontally, for ex-
ample, active divisions in the Army. That shows that during the
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cold war, in 1980, we had 18 Army active divisions. Already in the
Bush administration Secretary Cheney was beginning to reduce the
force to accommodate the geopolitical changes that went with the
cold war, which was clearly in the process of winding down at that
point, and he proposed in his base force to go to 12 active Army
divisions.

The last column reflects the “Bottom-Up Review” plan, which is
to take the divisions down to 10, and the intermediate column is
the number of divisions reflected in the 1895 budget which we have
submitted to you, which says that we are on our way from 18 to
10. We are at a way station here of 12 divisions in fiscal year 1995.

So the Army still has, even after this budget drawdown, two
mo:’e” dilvisions to take out of the force to reach the “Bottom-Up Re-
view” plan.

The Navy, on the other hand, had 546 ships in 1990. Secretary
Cheney’s plan brought them down to 430. The “Bottom-Up Review”
takes them to 346. And we are almost there in the fiscal year 1995
budget. Fiscal year 1995 takes them to 373 ships.

Similarly, if we go down to the Air Force active fighter wings,
there were 24 of them in 1990, the base force took them down to
a little over 15, the “Bottom-Up Review” calls for them to go to 13,
and the Air Force already reaches that goal in fiscal year 1985. You
notice the different judgment in each of the three services on how
fast to implement the “Bottom-Up Review” force structure cutting,
with the Air Force philosophy being take the cuts up front so that
you get the savings as quickly as possible, and the Army, on the
other hand, delaying the cuts as long as they can, and you have
a different strategy represented there by those services, with the
Navy somewhere intermediate between those two positions.

MANPOWER LEVELS

(End Stramgths in thausands)
Solecrad Resarves Civilians

Down 20 % . Down 29 %

e Y FYes

CHART 3
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DECLINING PERSONNEL LEVELS

If you go to the next chart, you will see the effect of that force
structure on the personnel levels. The active military forces are
going down 32 percent, from a high of 2.15 million in fiscal year
1985. By 1990 they were down only to 2.07 million. The “Bottom-
Up Review” calls for them to get down to 1.46 million. And you can
see that we will almost be there in the fiscal year 1995 budget sub-
mitted to you today. We will be down to 1.53 million.

So on this basis we only have 1 more year of force reduction in
the active military after the drawdown implemented by this budg-
et,

Just for comparison, I call your attention to the column on the
right, which shows the comparable drawdown in civilians in the
Defense Department. That calls for a 29-percent drawdown. Again,
if you look at those last two columns, you will see that we are al-
most at the end of the drawdown in fiscal year 1995,

The fact that we are almost at the end of this personnel
drawdown is good news, both for the active military and the civil-
ians, because the process of getting down there is very difficult and
very traumatic indeed. It causes a turbulence which, in and of it-
self, has a negative effect on readiness. So we will be very happy
to get this drawdown completed so that we can operate from a
more stable size in manpower,

“r DoD MANPOWER

Cansant 95 3 Skilons

al Military
b OO 3
ol Civilians -
' L = .
™ - bd b b !
CHART 4
PERSONNEL COSTS

Let me go now to chart 4, and that converts the personnel figures
you have seen into fiscal figures. Now I have reflected from 1975
to the end of the century the personnel costs that are historically
reflected from 1975 to 1994, and then projected in this 5-year de-
fense plan which I have before you today how the costs will de-
crease.
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You will notice that from essentially 1975 to 1990 in constant
dollars the personnel costs were essentially the same, and that the
reduction in personnel costs really only began in fiscal year 1993
seriously. And from fiscal year 1993 to the end of the decade we
are getting a substantial reduction that amounts to about $30 bil-
lion in reduction in personnel cost measured in constant 1995 dol-
lars.

So one of the big increments of savings reflected in this budget
is approximately $30 billion in personnel cost reduction, both m_111-
tary and civilians. That comes from the force structure reduction
which is driving this whole fiscal savings. :

PRIORITY ON READINESS

—While Force Structure Is Down 7 Percent, O&M Funding Increases 5.6
Percent

—Budget Fully Funds Service Optempo

—While Weapons Inventories Shrink, Depot Maintenance Funding Increases
20 Percent :

—Steady Budget Levels for Recruiting

CHART 5

PRIORITY ON READINESS

Let me go from this chart to one on readiness, because some of
these dollars saved in personnel costs are being carried over into
readiness. ] want to stop at this point to observe that the last time
I was in the Pentagon, which was in the mid-to-late 1970's, we
wex;e presiding over a budget in which a very different choice was
made.

In the late 1970's, the choice was made, consciously and explic-
itly made, .that we would maintain force structure, the price for
maintaining force structure with a budget about equal to the budg-
et | am presenting you today was a atic cut in O&M funds
and, therefore, a8 dramatic reduction in readiness. That is what led
to the hollow Army of the late 1970’s. It was the maintaining of
force structure and the cutting of the O&M.

Here, for better or for worse, we have made an opposite, very dif-
ferent judgment from that. We have decided that we would cut
force structure, but we would increase the funds for readiness.

Now this next chart gives you some indicators, only very crude
indicators, to make the point I wanted to make to you. I want to
make a caveat before 1 start discussing readiness; there is no single
number or small set of numbers, fi numbers, which capture our
investment in readiness properly. The O&M account, which we are
talking about here, is a very large and complex account, some of
which items affect readiness and others of which do not.

But, just to give you a very crude measure, I observe on the first
line there that the force structure is down 7 Bercent.. O&M sup-
ports the force structure, so you might &M funding to go
down with it. Instead, we have O&M funding increasing almost 6
percent. I will say more about that point later, but again I repeat
the caveat, only a very crude indicator. You cannot from these two
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numbers alone come to an informed judgment about how ready our
forces will be in the future.

The second one is perhaps more indicative, and that is the serv-
ices requested funds to maintain their operational tempo. This
budget gives them full funding; it reflects 100 percent of the fund-
ing which they requested for maintaining operational tempo.
Therefore, we might reasonably expect this budget to support that
component of readiness.

The third is also a very specific subcomponent of the O&M fund,
which is the amount we spend on depot maintenance funding. This
has more to do with the readiness of equipment as opposed to the
readiness of people. And that says that, even though we have fewer
weapons in the inventory in fiscal year 1995 than the previous
years, we are budgeting an increase of 20 percent for the funding
of the “Depot maintenance” account.

SUPPORT FOR RECRUITING

Finally, as you indicated in your opening comments, Mr. Chair-
man, we are maintaining a steady budget level for recruiting. A di-
gression for the moment on recruiting. Even though the force is de-
creasing in size, we are continuing to bring new young people in
at the bottom end of the force. I might say that this is a decision,
not only an appropriate decision for the military to make, but every
institution, every business that I know of that tends to stay in
business for a long time, when they are in a drawdown, when they
are in a decline in personnel, they continue to maintain recruiting
and bringing in new young people at the bottom. We have main-
tained that same judgment.

Last year, in calendar 1993, we brought in almost 200,000 new
recruits into the military forces of the United States. I would also
say parenthetically to that that in terms of the quality of the re-
cruits, as measured by percentage of high school graduates and as
measured by the intelligence tests we give on entry, this was the
second best year in quality in our whole history.

S0 we are maintaining a quality force. We are maintaining re-
cruiting. I appeal to you, though, to protect and support this budget
through recruiting. That is a critical factor in being able to main-
tain the quality of the force.

The one dark cloud on the horizon in recruiting is we have sub-
stantial statistics which indicate a decrease in the propensity to en-
list. That is why the recruiting budget is so important. Part of this
decrease in propensity to enlist comes because many young people
believe the Army is no longer recruiting, no longer bringing new
people into it in the face of the drawdown.

So that is one chart on readiness. Let me go to the next chart,
which puts it in a different way.
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ANNUAL OPERATING RESOURCES PER UNIT
[19932100]
Fiscal year—
1993 . 1994 1995

B T P ——— 100.0 1025 1140
m: Ships 1000 108.] 1107
Air Forge: Primary authorized aircraft ............... 100.0 109.3 117

CHART 6

OPERATING RESOURCES PER UNIT

This again, same caveat, is an oversimplification of a complex
issue. But it takes the annual operating budget in fiscal years
1993, 1994, and 1995 and divides that number of dollars by the
units, operating units. In the case of the Army, I take combat bat-
talions. And you can see' from fiscal year 1993 to fiscal year 1995
the operating resources allocated to them go up 14 percent. In the
case of the Navy, ships go up 11 percent; in the case of the Air
Force, funding for authorized ai goes up 12 percent.

This is indicative, I believe, of the increased emphasis on readi-
ness. When we told the services to put readiness as the first prior-
ity, this is the way they reflected that guidance in the preparation
of the budget.

OPERATION AND MAINTENANCE—COSTS PER MILITARY END STRENGTH
[1993=100)
Frscal yoai—
1993 1994 1995

Army 100.0 9%.9 109.4
Navy 100.0 1045 109.1
Air Force 100.0 107.3 1!

CHART 7

0O&M FUNDING PER PERSON

Finally the last chart makes the same point in a slightly dif-
ferent way. This ehows you, again in constant dollars, fiscal years
1993 to 1995, taking the entire O&M account, warning again O&M
has many things besides readiness in it, but it also has readiness
in it, and now the Army has increased over a 2-year period 9 per-
cent in real dollars for O&M per person in the Army. The Navy
also was 9 percent, and the Air Force 17 percent.

Each of the services reflected their priority of increasing funding.
The Air Force took the guidance most seriously of all.
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BUR—ESSENTIAL MODERNIZATION PROGRAM SUSTAINED

—Sustain Strong Science and Technology Base

«—Continue Investment in Next Generation Weapon Systems

—Refocus Ballistic Missile Defengse Program .

—Sustain Strong Intelligence Program

—Preserve Key Elements of Industrial Base That Would Otherwise Dis-
appear

CHART 8

MODERNIZATION

As I go from readiness, let me talk about the modernization pro-
gram, So far I have described to you two accounts, one of which has
a reduction of about $30 billion over the 1990's, another of which
is actually increasing over the 1990's. And now where does this 40-
percent decrease in the defense budget come from? it comes from
the modernization programs.

First of all I will give you the positive side of the modernization
program. These are the elements that Dr. Deutch, our Under Sec-
retary for Acquisition and Technology, told his team and told the
services he wanted to protect. He wanted to sustain a strong
science and technology base, and you will see in this budget a
strong commitment to maintaining science and technology base,
even modest increases in many important components of that base.

Second, he did want to continue investment, and here I would
use the word “selected,” in a few selected next-generation weapons
systems. You will see these in the budget. The F-22, the C-17, the
V-22 are examples of new generation programs that are being de-
veloped even in the face of this drawdown.

The third line here has to do with the ballistic missile defense
program. Here he has taken money out of that part of the program
which is organized around a space-based defense system or a sys-
tem to defend the continental United States, both of which has
major decreases in them, but he has increased the funds which
have been allocated to the theater missile defense system and is
moving toward the development and production and deployment of
a theater missile defense system.

The last two have to do with maintaining a strong intelligence
program even in the face of the drawdown. The importance of
knowing what is going on in the world is even greater than it was
in the past and, therefore, we have to sustain intelligence,

And we have some things in here {0 preserve key elements in the
industrial bage that would otherwise disappear. The most obvious
and the most controversial of these has to do with the SSN-23, the
Seawolf submarine, and I will be happy to answer any questions
you would like to ask about why we have put the Seawolf sub-
marine in this budget.

The short, simpie answer to that is because we wanted to pre-
serve the capability for the United States to build nuclear sub-
marines, and we thought this was the most economical way to do
that.
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Now, this is the positive side of the modernization program, and
the next chart shows you the rather dramatic negative side.

MODERNIZATION FUNDING

Constant 8 S Billions

s ne Lag e "ne g ]

CHART 9

' MODERNIZATION FUNDING

Here we have reflected the modernization budget of the Defense
De ent from 1975 to the end of the century in constant 1995
dollars. The bottom line, the dotted line, shows the R&D account,
which has 8 modest increase in the 1980's and more or less sus-
tains that increase through the first half of the 1990's and some
slight decrease toward the latter half of the 1990's. Even by the lat-
ter half of the 1980’s you will see that the amount we are spehding
in real terms in R&D is higher in the latter half of the 1990°s than
it was during any time during the 1970%.

So, to put that another way, the R&D budget we have all
through the 1990’s is ter than the R&D budget we had at the
time we developed of the weapons systems which were later
used in Desert Storm to such great advantage. So we have a base-
line of experience that says that this size R&D budget will sustain
a healthy R&D program.

On the other hand, we have made dramatic and even, some
would say, Draconian reductions in our procurement budget, which
goes from a peak in fiscal year 1986 down to a bottom number in
fiscal years 1994 and 1995, the year we are in now and the year
we are now projecting to you.

The decrease in funding over that period is almost $100 billion.
So this is where the defense budget is being hit. This is the choice
we made, faced with how to make a 40-percent decrease in the de-



-~ 701

12

fense budget, which amounts to about $100 billion. This is where
we are taking it. We are taking it out of the procurement account.

Only a modest amount out of force structure, and none at ail out
of readiness, and none at all out of R&D; we are taking it out of
the procurement account. g

Now the second point I would make to you about that is that we
can get away with that for several years, maybe 4 or 5 years. And
this budget reflects a very low level of procurement for about 5
years. But if you look carefully at that curve you will see it starts
to peak up, starts to incline upward again in fiscal years 1997,
1998, and 1999,

The reason for that is that we can certainly decrease and main-
tain a decrease in the procurement from the levels we had in the
mid-1980's because our force structure ig substantially smaller. We
have less equipment and, therefore, we obviously will have a small-
er procurement budget.

But it was also true that in the transition period, in which we
are going down, we had excess equipment in the inventory and,
therefore, we could live off of that excess equipment for a few
years. But after a period of time, toward the end of the 1990’ , that
no longer is true. And then some of this older excess equipment be-
comes obsolete and starts going out of the inventory, and then we
have to start producing again.

So this budget then reflects the smaller force structure size, liv-
ing off the excess force structure for a period of time, and then a
modest increase in procurement toward the end of the decade.

HISTORICAL PROCUREMENT DATA

Vamks
Down 100%
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HISTORICAL PROCUREMENT DATA

The next chart dramatizes the industrial base issue which the
chairman referred to in his opening statement. I cannot think of a
more dramatic way of making the point than this particular chart.

In fiscal year 1985, we procured 29 ships. The budget in front of
you today calls for procuring six ships. So if any of you have a ship-
building company in your district, this is what they are talking
about when tﬁey talk about their market collapsing.

Second, let us look at aircraft. In fiscal year 1985, we procured
943; this year we will be procuring 127, an 86-percent decrease.
Tanks is even more dramatic. In fiscal year 1985 we procured 720;
this year we are procuring zero.

Now | have already told you what we are doing to sustain the
industrial base in submarines, which is, faced with a zero in sub-
marines, we decided instead to build one. So we went into a very
low production rate in submarines and elected to build one to sus-
tain us over into the period when we would need a modest produc-
tion rate again.

In the case of tanks, we took a different alternative. On tanks,
instead of building tanks not needed in the inventory, instead we
instituted a program of modernizing or upgrading thousands of M-
1 tanks which are now in the inventory, sending them to the fac-
tory wﬁc:t othemzehe wto.gllkd }}aveodbeen produc‘iing new t.anktﬁ, and
givin factory of modernizing and upgrading the M-
1 tani to the M-1A2, i

This does two for us. It not only gives us much more mod-
ern and effective in our inventory, but it keeps that produc-
tion facility engaged in work very much like the work that they
would have been engaged in in building new tanks. Therefore, at
a much lower cost we are able to majntain some core element of
that capability. v

Now, with those dramatic changes in force structure Bize, person-
nel, and, most importantly, in our procurement program, it is im-
perative that we do business differently.

DOING BUSINESS DIFFERENTLY
—Launches Campaign to Streamline Acquisition Process
_hundeﬁorttoRAfamFimnd;anmgmmtSm
—vaidnshmdingfanmClommmdAidowmﬁslmingBms
—w&- $5.7 Billion for Environmental Restorstion and Pollution Preven-

Chaxnr 11
DOING BUSINESS DIFFERENTLY

I have talked with many of you before about the need to stream-
line and reform our acquisition process. That program is well un-
derway. It is one which I would be happy to arrange for a detailed
discussion with this committee at some time in the future. But the
most important point I would make to you is that, while we can
effect some of the reforms in the acquisition system by ourselves—
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and in particular going over to industrial specifications instead of
military specifications—other reforms require legislative changes.

There will be before the Congress this spring a proposal to
change the legislation to allow us to make major changes in the ac-
quisition system which will allow us to do business more efficiently.
We must do that. We cannot maintain the same processes for the
industrial base we maintained in the mid-1980’s for this greatly at-
tenuated industrial base that is going to exist in the mid and late
1990’s.

So I ask your help in that area. )

Second, I have testified to several committees of the Congress
that our financial management system is inefficient, obsolete, and
archaic, and we are running the largest business in the world with
an obsolete financial management system. We must change, we
must improve that system.

The gentleman on my right, Mr. Hamre, cur Controller, has been
charged with making massive improvements in that system, and
any time this committee would like to hear more about what the
problem is and what he is doing to try to fix it, he will be happy
to come over and give you a detailed report on what is being
planned there.

The third aspect of doing business differently is getting our infra-
structure .down to the size of our present program. We do this
" “through the BRAC process. We have already had a BRAC 1988,
1991, and 1993. There will be one more BRAC under the present
legislation coming up in 1995. This budget assumes that we will be
making submissions to the BRAC committee, and that they will ap-
gng? a substantial further reduction in bases. This affects our

udget.

By the way, in this budget we do not assume or estimate which
bases they will be. That is something for the BRAC Commission to
do. We just estimate the aggregate size of it, but it affects our
budget in two different ways.

First of ail, the net effect of closing bases is cost savings in the
out-years, and we count on those cost savings in fiscal years 1997,
1998, and 1999, but the immediate impact of base closings is an
expense, and so in fiscal years 1995 and 1996 there are real ex-
penses incurred in closing bases, and those are reflected in the
budget that we submit to you.

Finally, we have in this budget almost $6 billion for environ-
mental restoration. This is a big bill. It is one of the fastest grow-
ing parts. It is one of the only two parts of our defense budget that
are really increasing, the other one being health care.

By and large, we do not have much discretion on this $5.7 billion.
We are doing what is required by law and what is required by reg-
ulation, but we do have also an item called pollution prevention.
This we do have discretion about, and we have elected to spend
some funds in pollution prevention so that my successor, or my suc-
cessor's successor, will not be dealing with the same problem I am
dealing with, that we will not be making a mess with everything
we do that requires $6 billion a year to ciean up on into the indefi-
nite future.
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Defense reinvestment and economic growth initiatives—Fiscal year 1995
Dual use technology investment $2,100,000,000
Personnel transition assistance ,000,000,
Community assistance . 200,000,000
Total DOD programs 3,300,000,000
CHART 12

DEFENSE REINVESTMENT

Now, the final chart relative to the program that we are submit-
ting to you today has to do with defense reinvestment. I will show
ou in a minute the extent of the reinvestment outside the defense
udget. This chart is only meant to refiect the modest reinvestment
of defense resources within the defense budget.

The $3 billion here reflects nditures which help the commu-
nity as a whole, not just the Defense Department. The largest one
here, called dual-use technology investment, the key to this pro-

is the so-called technology reinvestment program. It is an

D program where we invest money in R&D which is useful to

defense but which also has a very important application to the
commercial field and commercial products.

In that program, we ask the commercial company who is bidding
on the program to share costs with us, and typically on a 50-50
basis, because they benefits in the commercial field as well as
- our benefits in the R&D. We believe this Frogram is, in the jargon

of business, a win-win. It wins for the Defense Department, and it
is also a big boost for the communities and for the businesses
wfh_l;ch invest in this program and get new commercial products out
of it.

The latter two programs on here, personal transition assistance
and community assistance, are programs we have established
to mitigate the effect of the drawliéwn on personnel and the base
closing that is going on, mitigate the effect on the individual people
who are affected by it and by the communities who are affected by

it.

This $200 million for community assistance I think is one of the
best $200 million we are investing in the Defense Department. As
we close bases all over the country, we are having a very substan-
tial effect on communities, some of whom have the Defense De-
partment as their largest employer in that community.

We have a responsibility to help that community deal with the
transition problem. What we do in this area is we do not try to
fund the I new commercial programs they are trying to estab-
lish there. t we do is provide funds and technical assistance in
their so-called reuse program, helping them to pat together their
program which allows them to lish themselves in commer-
cial busineases, and this has been a very effective pro and one
I am very proud of and will be happy to discuss with you in any
detail in the future.

DEFENSE QUTLAYS
The next two chartse.——
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Senator INOUYE. Mr. Secretary, at this time we are having a very
important vote on the balanced budget amendment, so if we may
we would like to excuse ourselves and call a short recess and we
will be right back, sir.

Secre PERRY. Thank you, Mr. Chairman.

(A brief recess was taken.] ’

Senator INOUYE. Mr. Secretary, our apologies, we were out there
and saved the day for the country.

Secretary PERRY. Thank you, Mr. Chairman.

Where we left off before, I was going to the defense reinvestment
outside of the Defense Department, and this next chart is one
measure of that. This reflects defense outlays as a share of the
gross domestic product. ,

I would like to point to what I think are three interesting points
about this curve. You notice that there are peaks during the Ko-
rean war, Vietnam war, and the Reagan buildnp during the cold
war, of approximately 12, 9, and 6 percent.

Second, 1 would point out that the budget we have submitted to
you in the out-year periods takes that down to just under 3 per-
cent, 2.8 percent by the end of the decade, and that in this fiscal
year, fiscal 1995, we will have it down to 3.4 percent, so that rep-
resents a substantial shift of funds from defense into other parts
of the economy.

Defense as a Share of Federal Outlays

FYi1mms = 17.1%

. FYimme = 132%
PSCAL YRAR

.l]ll'lllllllllllIlllllllllllllllllllllllll lllll At

] ] © - » " ) - " " ”»
CHART 13

The next chart reflects this same set of numbers in a different
way, and now we see them as a percentage of the Federal budget.
This reflects the reinvestment, defense reinvestment into other
parts of the budget, basically. During the Korean war, that peak
was—b67 percent of the Federal budget was defense during the Ko-
rean war, 43 percent during the Vietnam war, 27 percent during
the Reagan buildup at its peak, and we are going down to 13 per-
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cent by the end of the century, and if we look at fiscal 1995 it will
be down to 17 percent of the Federal outlays.

NATIONAL DEFENSE TOPUNE .
[Current collars n billiens)
1994 1995 1956 1997 1992 199%
Budget authonty.

00D military oo 290 2522 234 0.2 6.7 530
DOE and other ... 119 115 119 s 120 121
Total national defense .. 209 %37 %53 220 258.7 265.1
Percent real change ... -390 -09 -59 =40 -0.2 -03
poo— e ——— — — —— —— ———

Outlays: ’
DOD military ..., %74 %92 81 W46 L 5.5
DOE and other ...........ue. 125 115 11 118 118 120
Total nationsi defense .. m3 .7 %10 2564 256.6 2515
Percent real change ... -60 -52 ~64 =45 =27 -24

' CHART 14

The next chart shows—this just puts the numbers—you already
have these numbers, and I will only make a few points about them.
Firstofa.ll,ifg:u look at the top line number, defense appears to
be essentially flat over this period. That is because these numbers
are then-vear dollars, and if you want to see the effect in buying
power, you see them in thé Bottom line, which shows that 1994 ha
a %—Pemnt real decrease, 1995 about a 1-percent decrease.

e are projecting pretty substantial decreases for 1996 and
1997, 6 and 4 percent respectively, and then toward the end of the
decade, as we start building up our procurement account again, we
see it going down to essentially a flat budget at that time.

FINAL PoNT

—DBudget Is a Strategic Investment Plan
~Based on Common Understanding of Strategic Needs
~-Connects Stratagy, Force Structure and Costs

CHART 15
“BUDGET AS A STRATEGIC PLAN

So we conclude, then, with the statement that this budget is a
strategic investment plan. It is about choices, and I describe to you
the choices and the rationale for those choices. It reflects a common
understanding of strategic needs based on the “Bottom-Up Review,”
ﬁd, therefore, it connects strategy with force structure and with

e COStS.

Therefore, you can look at this, and if you do not like the strat-
egy and want to change it, then that will iead to a different force
structure. If you do not like the force structure and want to change
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it, it will lead you to different costs. If you do not like the cost and
want to change it, then you have to go back and change either the
force structure or the strategy. '

My point, though, is that they are interconnected, and you can-
not change one without changing the other, and with that I would
like to throw open the floor for questions and comments.

[The statement follows:]

STATEMENT OF WILLIAM J. PERRY

Mr. Chairman, members of the committee, it is & pleasure for me to be here today
{0 present President Clinton's fiscal year 1995 defense budget.

During my confirmation hearing, T laid out six responsibilities for the Secretary
of Defense. One of the responsibilities is to prepare the annual defense budget that
allacates resources and makes program decisions.

The budget is a powerful tool which the Secretary implements defense
strategy. Through the budget process, 1 as Secretary set my priorities for the De-
partment. Today I want to talk about how this budget reflects the strategy we have
adopted to build a post-Cold War Department of Defense (DOD). I want to share
with you my priorities and lay out the rationale for my choices., For the budget is
about choices. We could pretend that every decision was based on pure logic, but
we know that is not so. Nor is there enough monay to cover every option, to hedge
B.Mrybetllxpectdilcunion,perhlplmchlum.ltilﬁmewopen the de-

te.

Today I am presenting a post-Cold War budget. It reflects the realities of our in-
huitadforumumm.Wehaveaquaﬁtyfnm,hutlhelinoﬂ.hefamlmtun
isbothablusinglndaburden.Wehnahmlmehofhp-qudityequipmm,
whichinﬁanlyurl”ﬁmﬁnuetopmn’de.opﬁomngudingﬂxmnmodemiu-
:‘;n.We_ahoh::gafmuhwthn:h‘methn nquimnfewmmy;::hs

downsizing, an infrastructure that requires further shedding, a process whi
we have discovered has heavy up-front costs. .

-

FiscAL YEAR 1988 BupGET

--Impiements the Bottom-Up Force Structure
—Protects a Ready-to-Fight Force
—Redirects Modernization Program

—Starts Doing Business Differently
—Reinvests Defense Dollars

Theremﬁvenujnrthmuwhiehlwmﬂdliketohighlighﬁnthishudget.
mmmmu thr:nadmﬁghp hfmu"? tells ha have do

it protects a -to-fight . It you what we have done to put
reality into rhmﬁclbou{nuﬁnm.
Thhd.itredinctsourmoduniuﬁonmhkingldvmugeofourezixﬁng
force structure while planning for the future.
ﬁFuug.itmmdobus%imdiﬁumﬂy.nmmMms“Eﬁcdimhgﬁuhgs
if we do not manage better. thout management changes, we will not have suffi-
cient funds forthethﬁmm. As it hl;e';n mthe that weofh;:e“ to m ttltl:e grocure-lf
ment accounts in the ou to i process italizi e force.
weﬁﬂtomgebemt.ymovehudmlldrun funds from other accounts. We will
have no choice but to rob from readiness or increase the topline.
Hnaﬂy,thi:budgetninvemdddouminmothumuofthcmmmy.in-
cluding deficit reduction.
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POST-COLD WAR FORCE STRUCTURE
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MANPOWER LEVELS

{End Strengths in thousands)

Active Military Selected Reserves Civilians
Down 32 % Down 20 % . Down 29 %

2,069

'I'heweraﬂmnpawerlevelshnveeomedownumwmﬂdupectwdththede-
ini fqnwm'uqu}rg.Onemtablenhmgehtbeinmdemphmlhne.pheed

drawdnwnlnm.ilitaryfnmu.'l‘humnplinﬁdpmua,mdwemuneonﬁnueto
ﬁmd]thepur?.mgrmsthatallowui.mmmm" ize RIF's. Wmunahoadequnltallym
employee ition programs t permit discharged military personnel the
pouiblechaneetoﬁndworkinthccivilianemnnmy.

The news in this isthat,wit.hthelS%budget,welrea]monat
the end of the personne! wdawn.Soth‘epenonnelmrbnlzneewhichmhuvﬂy
lﬁectxmordewillbehzgdybehindunlttheendofﬂ:el%Sbudgetmr.

DoD MANPOWER
Canstant 95 S Rillions
S NP
L NS Military
Br Civilians -
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During the Cold War the costs of manpower stayed about level. Now we are cut-
ting deeply in this area. The savings from a smaller force structure are considerabie,
about $38 billion. We are already realizing most of these savings. This is the prime
example of a choice in priorities. We have chosen to cut force structure in order to
preserve readiness. This is the opposite of the judgment we made in the 1970's
when we maintained a force of 2.1 million people, but deeply cut the Operation and
Maintenance (0&M) sccounts. That approach led to the “hollow force” of the 1970's.
Instead, we have determined that we can effectively function in the post-Cold War
era with smaller forces, if those forces are ready.

PRIORITY ON READINESS
—%ﬂe{msmhhw??mnmmnﬁmms.ﬁ

—Budget Fully Funds Service Optempo

--%hile Wo:pom Inventoriss Shrink, Depot Maintenance Funding Increases
Percen

—Steady Budget Levels for Recruiting

We are taking those savings and investing them in the Operation and Mainte-

|
:
E

mnminmdmmbucmdqﬁu;lﬁty. we must counteract the popular
t we car: no longer offer carsers. We must resist the temptation

are aroas where Secretary of Defense can make his prioritiss known.
1 cannot go out and repair a broken airplane or ship, but | ean make sure that th
taulm'.n:iumm their highest priority _We even put this instruction
of i . The ;.I:d that readiness is
mzrmdmuu guidanee could be -off if they needad to
improved readiness.

ANNUAL OPERATING RESOURCES PER UNIT
[1983= 100)

Fiscal par—
1993 19 1995

Army: Combat Dattalions ...........c.cceemcmrcrresnes 100.0 102.5 1140
Nawy: Ships 100.0 108.1 1107
Air Force: Primary authorized sireraft __.......... 100.0 109.3 1117

One of the challenges in making this sort of decision is to find ways to explain
the effect that added funding for readiness will have. One of the best ways we have
found is to look at the funding per unit of military activity—the funds available to
operate a plane, a ship, or a combat battalion. Through this measure we are shle
to show, by activities and capabilities in the field, the relative incresse in funding
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OPERATION AND MAINTENANCE—COSTS PER MILITARY END STRENGTH
[1993=100]
Fiscal year—
1933 1994 1995
Army 100.0 9%.9 1094
Navy 100.0 1045 103.1
Air Force 100.0 107.3 1171

We can also look at the increase in funding relative to the manpower levels in
each service. For example, you can see that the Air Force has chosen to increase
its O&M relative to Air Force end strength.

This dollar emphasis on readiness translates into people's ability to do their jobs
with high confidence of success. Needless to say, increased funding for training and
maintenance is important for morale.

BUR—ESSENTIAL MODERNIZATION PROGRAM SUSTAINED

~—Sustain Strong Science & Technology Base

—Continue investment in Next Generation Weapon Systems

~Refocus Ballistic Migsile Defense Program

—Sustain Strong Intelligence Program

—Preserve Key Elements of Industrial Base That Would Otherwise Dis-
appear

The next priority 1 have set for the Department, with John Deutch's help, is to
orategy 1aid out i the Bt Oy Pevit Shich P o e e
strategy laid out in the -Up iew, whi ised our two strategy
on force enhancements.

First, we will sustain alhnngmrehanddwelo&:mnteﬁort]ﬁrm]ybelim
that we can and must continue to provide our forces kind of advantage we had
in Desert Storm. In the business world it might be called an unfair competitive ad-
vantage, but in combat it is called winning, and winning with minimum casualties.
Additionally, a strong R&D effort is essential to provide a foundation if we ever
have to reconstitute our forces.

Second, we need to continue to buy some next %l:nﬁon weapons. This is our
commitment to the next generation of Americans. C-17 is crucially important
to the Bottom-Up Review strategy. We are also forging ahead with the F-22, But
these are a select few programs.

Third, we have refocused the Ballistic Missile Defense Program to give first prior-
ity to theater defenses.

Fourth, have emphasized intelligence. We cannot dismantle it. The world is a dan-
gerous, uncertain place, and many of the diverse threats we face today are difficult
intelligence targets.

Finally, we want to preserve key elements of the industrial base that would go
away if it were not for our support. This may be one of the moet controversial deci-
sions we have made, and I would be happy to discuss it at length.
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MODERNIZATION FUNDING

Constant 93 § Dillions
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We plan to continue the drop-off in near-term procurement that started in the
Bush Administration. We will go from 20 ships in 1990 to six in 1995, from 511 air-
craft in 1990 to 127 in 1995 and from 448 tanks in 1990 to zero in 1995. The tank
story is not a compiete picture since we are doing some upgrade work, which keeps
the industrial base warm, but the contrast to the recent past is dramatic.

There are two reasons for this drop off. First, we are projecting a much smaller
force structure, down 30 percent. And even when we hit a steady state, we will have
smaller buys than the past. Second, 88 our force size goes. down, we can live off the
inventory we built up for the Cold War.

The biggest challenge we will face during the transition will be fine-tuning the
industrial base. Attack submarine forces is a good example. Based on a 90-sub force
with a sub life of 30 years, the required build rate would be three per year. A pro-
jected 45-gub force wouid require only one-and-one-half submarines to be built per
year. But as we draw down to that 45-sub level, we really have no need to build
new submarines until after the turn of the century. The reason we have chosen to
invest in a new Seawolf over the next few years is to keep the industrial base active
at & minimum level until we need to start buying again at a steady-state level.

Each case will be different. For tanks we can dle the industrial base isgue
through upgrades and foreign military sales. For submarines we will need a
stretcged-out buy. With airplanes we have enough procurement, and with the devel-

ment programs for the F-22 and the new F/A-18 version, we can be confident

t we will have suppliers out into the future.

DomNG BUSINESS DIFFERENTLY
—Launches Campaign to Streamline Acquisition Process
~—Launches Effort to Reform Financial Management System
—Provides Funding for Base Closures and Aid to Communities Losing Bases

—gmvidu $5.7 Billion for Environmental Restoration and Pollution Preven-
on

Related 1o the need to iricrease procurement after 1996 is the requirement to do
business differently. In this budget there is not enough money in the outyears to
increase the procurement accounts unless we cut our costs. That meens acquisition
reform ie a real need and not just a good idea.

In addition, we need to reform our financial management. It is a mess, and it is
costing us money we tely need. Third, we need to continue to shed infra-
structure. We urgently need the help of the Congreas for al] these activities.

All three efforts are desi, to save money in the outyears, but none will save
money immediately. There is no line in this budget for projected savings from acqui-
sition reform. We will not credit those savings until we mckrnd.uely identify and
verify them, To do the base elosure process correctly and quickly requires significant

, and better financial management requires investment in new systems.

Taking care of the environment is in a slightly different category, but there are
parallels. We must spend heavily to clean up past mistakes, and this is money
which is an increasing drain on regular military accounts. But we are also trying
to prevent the need for expenditures of this sort in the outyears. it is important to
léote that there is an additional $5 hillion in the Department of Energy budget for

ean-up,

Defense reinvestment and economic growth initiatives—fiscal year 1995

Dual use technology investment $2,100,000,000
Personnel transition assistance 1,000,000,600
Community assigtance 200,000,000

Total DOD programs 3.300,000,000

The last theme I want to stress in this budget ie defense reinvestment, totaling
a little over $3 billion. Much of this money is being put into dual use technoiogy,
where there is a clesr benefit to Defense as well as & benefit to the commercial sec-
tor.
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" Defense as a Share of Federal Outlays
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NATIONAL DEFENSE TOPLINE
[Current dollars in billions)

1934 1995 199% 1997 1998 1999

Budget authority: -
DOD military ........ 2490 252.2 2434 240.2 6.7 253.0
DOE and other 118 115 1.% 11.8 120 12.1

Total aational defense .. 2609 263.7 2853 2520 258.7 265.1

Percent real change .................. -90 -09 -59 -40 -0.2 -03
Uutlays
DOD military ......... 267.4 9.2 2491 24456 4.7 55

DOE and other ..... 125 11.5 119 118 119 120

Total nationat defense .. 279.8 mza 261.0 256.4 256.6 257.5
Percent real change ................. -60 ~52 —6.4 ~45 =27 -24

This is the topline showing what we are planning to spend for America's defense.
A STRATEGIC INVESTMENT PLAN

FmiaL PoNT

—Budget Is a Strategic Investment Plan
—Based on Common Understanding of Strategic Needs
—Connects Strategy, Force Structure and Costs

In sum, the President's fiscal year 1995 defense budget represents a strategic in-
vestment plan. It is a biueprint for getting us to where we want to go. It is based
on a common understanding of strategy and what is needed to carry out that strat-
egy derived from the Bottom-Up Review. The Bottom-Up Review provides clear
goals for ensuring America's . The budget connects our strategy to force
structure and costs. 1 believe that it fulfills the President’s pledge to sustain the
“best-gqu:pped. best-trained, and best-prepared fighting force on the face of the

Let me now turn to several subjects that I believe might be of special interest to

this commi

THE BOTTOM-UP REVIEW

BUR CREATED CONSENSUS IN NATIONAL DEFENSE
—Consensus on risks and military capabilities
—Consensus on modernization and protection of the Industrial Base
—Consensus between civilians and military on balance in defense program

First, some additional comments on the Bottom-Up Review. This study was truly
2 milestone for America's national security. The BUR solidified a consensus within
DOD on the potential risks to America’s security, the defense strategy needed to
protect and advance our interests, and the military capabilities required to carry out
our strategy to counter those risks. It also produced an affordabie plan for the con-
tinuing modernization of U.S. forces and for managing the industrial base to sup-
port 2 modern force. Finally, the Review echieved a consensus between DOD's civil-
ian and mili leaders on the most critical elements of a balanced program to
achieve the ed U.S. security posture.
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Perhaps the moat img:mnt and controversizl BUR conclusion was that the opti-
mal U.S. foree should be one sufficient to fight and win two nearly simultaneous
major regional conflicts. This conclusion reflected a concern that if America were to
be drawn into a war with one regional aggressor, another could be tempted to attack
its neighbors—especially if it were convinced that the US. and its allies did not
hwemughmilinrymtndeﬂwiﬂlmmthmoneworeonﬂietltnﬁme.
Moreover, sizing U.S. for more than one major regional confliet will provide
nhsdgeminnthepuﬁbﬂitythntafumnndnﬂarymightmdaymuntnlug-
er than expected threat. In sizing U.S. forces, we also committed ourselves to main-
tdninglmvnzovumspruem.whichhuunﬁdmemmingtheviuﬁtyofmu
alliance relationships and maintainitg stability in eritical regions.

1995 FEDERAL OUTLAYS = § 1,52 Trillion

DEBT INTEREST
$213B = 14%

ENTITLEMENTS
$764B = 50 %

INTERNATIONAL
$21B = 1%
MANDATORY DISCRETIONARY
SPENDING SPENDING

1 recognize that this committee must consider defense spending in the larger con-
text of the foderal budget, and that there are enormous pressures to reduce the defi-
dgnndpmyadumuﬁcmmmthtdimﬂyu&ﬁmmh.hthnmgud.
@lmmmmwmwﬁnndmmﬁm.ltmmmmtm
mwemuﬁemrmﬁrmkﬁdthmtofpmporﬁmwium
fi outlays. Let me hasten to add, however, that the primary resson that Presi-
dent Clinton and our nation's defense loaders oppose cuts beyond those planned is
that it would carry excess risk to our future ty.

g
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DOMESTIC DISCRETIONARY, DEFENSE AND MANDATORY OUTLAYS
% Cumuiative Real Changes FY 1990 - FY 1993

DEFENSE
OUTLAYS
DECREASE 25 %

MANDATORY

SPENDING DISCREIONARY
INCREASES 38 % DING
INCREASES 12%

This chart shows that during the 1990's defense outlays are coming down dra-
matically. Defense is contributing to deficit reduction far in excess of its share of
the federal Unfortunataly, increases in other segments of the budget dwarf
our our pation's palitical leaders must continue their fully justified
concentration on deficit reduction. My message here is simply that preserving Amer-
ica's future security must be as strong a concern.

THE FYDP FUNDING SHORTFALL

DOD FYDP VERSUS TOPLINE
{In current bitlions: of dodlars)
Cumutative fiscal
Fiscal yoar 1995 0 Py
Budget authority:

FYOP 2522 1,003.4
Topline 252.2 9833
Funding difference 20.1

Finally I would like to explain the $20 billion funding shortfall that has received
quite a lot of attention.

The Bottom-Up Review was undertaken without a precise defense spending target
in mind. When the BUR was completed, the Department found that the BUR pro-
gram exceeded the President’s spending levels by a total of $13 billion over the
FYDP period. Secretary Aspin committed to finding the remaining $13 billion dur-
ing the normal review for the fiscal year 1995 budget and FYDP. Reductions were
made to many programs to achieve this goal. However, two developments com-
plicated the budget review.

First, Congress provided & pay raise for military and civilian federal employees,
whereas the Administration had proposed a pay freeze in fiscal year 1994, The con-
sequence of the pay raise was to increase funding requirements over the FYDP pe-



riod by over $11 billion. This was a real bill that had to be paid because the pay
raise was mandated in law. . .

Second, the rate of inflation in future years was projected to be higher than was
estimated at the time the fiscal year 1994 budget was developed. Because of this
change, it was estimated that DSD wauld need about $20 billien more to pay for
the ﬁ'ﬂ program over the FYDP period. Unlike legally mandated pey raises, these
inflation estimates are likely to change severa] times d the year, and may well
result in inflation cost growth below the $20 billion over five years now estimated.

ident Clinton reviewed these factors in December. At that time he reaffirmed
his ¢ommitment to the BUR program. He also directed OMB to increase the overall
DOD budget over the 5-year period by $11.4 billion to provide for the effects of the
pay raise over the FYDF period. However, the President opted not to budget for the
multi-year inflation hill, which xnag':r msay not come due. .

In order to implement the President’s directives, the Department took two actions.
It incorporated the full cost implications of the pay raise provided in fiscal year

1994, and it iced the BUR consistent with current economic estimates. These
actions resulted in a defense that exceeds the President's defense budget
levelsintheﬁnllmrl%&-r period by about $20 billion. Options to deal with

this matter will be tconsidered in developing the fiscal yoar 1996-2001 FYDP-~when
upd.ntad inflation projections will be available. The President and the Department
o Def‘ergzemmninﬂrminthearwmmitmenttot.heBU'Rmdthemdtoproperly
finance i

ivi D programs and activities, through which the BUR is being imple-
m::?l.dv,ldl‘ild hlzvg b:en tg:operly priced based on current estimates of inflation. D%)D
ousas projectad I the FYDP- The Department naed realivt profostions for future

. ne tor

m.uprmm schedules, likely sagings, and other plmmng%u

Senator INOUYE. Mr. Secre 1 thank you very much for your
presentation of the budget. I would like to begin the questioning
with overseas troop strength reduction.

According to public law, by September 30, 1996, overseas troop
strength may be no higher than 60 percent of the September 30,
lgg,%ogevel, and so the overseas troop strength will be limited to
1 .

Recently, the President of the United States assured our Euro-
pean allies that the Euro leve! will be kept at 100,000. If such
is the case, the bulk of the cut will have to come from the Pacific
Command, and that can be accomplished, I would think, only by
substantial reductions in ﬁmd combat power in the army in
Korea and the marines in Okinawa.

In either ease, 1 think this may well seriously undercut conven-
tional deterrence of the North Koreans, and until the situation on
the Korean Peninsula has stabilized, I believe that many of us
would believe that reducing our force structure may be sending a
strange message. Should consideration be given to reducing Euro-
pean troop strength below 100,000?

REDUCING OVERSEAS TROOP STRENGTH

Secretary PERRY. Mr. Chairman, I am not in favor of any cuts
in our forces in Korea or in our forces in Japan at this stage or for
the foreseeable future. Now, I do not believe—1I can stand corrected
on this—I do not believe we will have to cut below 100,000 in Eu-
rope to achieve that. I am working from my memory on the figures
now, but my recollection is we have something like 34,000 or
35,000 troops in Korea, and perhaps 30,000-0dd in Japan and in
combination that would be 160,000-some, which I think falls within
the figure you mentioned.

Senator INOUYE. Well, the figures that ] have show that if you
maintain 100,000—and the 1992 figure in Europe was 188,000, the

TIAGI N B D
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Pacific in 1992 was 86,000 and going down to 61,700, and other
areas to 16,500—that gives a 40-percent reduction, but if we have
to go below that, some place has to give. Would you suggest we
amend the law?

Secretary PERRY. Not at this stage I do not, because we may
have a definitional problem. Let me tell you the numbers from my
memory. We will go down to 100,000 in Europe, we will go down
to about that same number in the Pacific, about 100,000, but a
good many of those in the Pacific are in Alaska and in Hawaii, and
I would imagine they do not count in the limitation that you are
describing here.

Senator INOUYE. You do not count the Navy, either, so that
would, in the case of the Pacific, have to come out of the Army in
Korea or the Marines in Okinawa.

Secretary PERRY. I will check to be sure of this, but I believe—
first of all, I know that the force planning that we are counting on
involves keeping the forces in Korea and the forces in Japan that
we now have, and what I will do is check with you to be sure that
that is going to be compatible with the law you describe, and if
there is a problem there, it comes with the definition of what is an
overseas deployment.

Senator INOUYE. Mr. Secretary, I hope you are correct, because
otherwise I think we will send a terrible message to the North Ko-
reans.

Secretary PERRY. In order fo maintain the level of troops in
Korea and Japan that we now have, if it truly requires a change
in the law, I would be prepared to come back and ask for that, be-
cause I believe it is imlperative we maintain those force levels.

[The information foliows:]

Since my appearance before the Senate Appropriations Defense Subcommittee on
March 1, 1994,Ihaveueeivednddiﬁomlmfomnﬁonfmmmyltnﬂ'andwiuhto
comment on Section 1302 of the Fiscal Year 1993 Authorization Act. This provision
directed a ceiling on mﬂiu%é:emmnﬁy stationed ashore outside the United
Stateaa.fters?bwmberso,l to no more than 60 percent of those so stationed
on September 30, 1992. Our estimates show that about 290,000 military nnel
were stationed overseas on September 30, 1992, which provides for a 19 ceiling
of 174,000. This troop strength level will not aliow us to execute the forward pres-
ence requirements determined in the Bottom-Up Review.

A large portion of the troops deployed to Operation Desert Storm were erma-
nently based in Europe. These tr!:fs returned to the U.S. directly from the Persian
Gulf when the operation concluded in figcal year 1992, While this was a prudent,
logical course of action both fiscally and militarily, OTS on September 30, 1992 was -

ignificantly below the forecast level and skewed the legislated baseline for the new
OTS ceiling downward.

President Clinton has reiterated our commitment for roughly 100,000 troops in
Europe at the NATO Summit, which also complies with legislative direction. Fur-
ther, because of the current tensions in the Pacific, we must retain our presence in
that theater at about 82,500 permanently stationed ashore, This number excludes
personnel afloat and assigned to Alasks, Hawaii, and our US territories. Addition-
ally, we require about 20,000 for our remaining overseas theaters. As you can see
174,000 is clearly insufficient to meet our requirements or allow the ident to
execute the Nations' foreign policy commitments.

I want to emphasize that we are committed to reducini:ur overseas troop levels
to the minimum neceasary to meet our commitments. We had aimost 460,000 troops
permanently stationed ashore overseas in 1987, and 400,000 as late as September
1991, What we are asking for in 1996 is about half of what we had in 1091 Addi-
tionally, should tensions be reduced in the Pacific, we are prepared to continue with
Nunn-Warner drawdown in Korea. We also are reducing our presence in Panama
and expect that country to take over control of the cana] in 1999,
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The Department requires a strong overseas presence. The current global situation
is arguabily more challenging and diverse than that foreseen in 1992. Increased ten-
sions on the Korean peninsula and the continuing struggles of the current regime
in Russia are but two instances that demand continued US vigilance. If not ad-
justed, the OTS ceiling may not aliow us to provide the level of overseas presence
required for deterrence of conventional aggression against our Allies and friends.
Qur overseas presence requirements, as defined in the Bottom-Up Review, are ciose-
ly tied to key elements of those critical early arriving forces in the first stage of
major regional contingencies. It is critical to the centinued viability of the Bottom-
Up Revisw and National Defense Strategy that the Department obtain relief from
existing OTS restrictions.

KOREAN NEGOTIATIONS

Senator INOUYE. Today, according to the latest news, the North
and South Koreans are about to meet, and the North Koreans have
invited inspectors to their nuclear plants. Does it mean that certain
exercises such as Team Spirit will be postponed?

Secretary PERRY. We have a negotiation underway as we speak
this very day, between the United States’ negotiators and North
Korean negotiators, but also involves the South Korean Govern-
ment. There are a number of issues on the table on that negotia-
tion.

I do not feel free to discuss in an open hearing the issues that
are on the table, or how far the United States might be willing to
go in this negotiation. 1 would be happy to discuss this with you
in executive session, Mr. Chairman.

I alzo might say 1 have some hopes that these negotiations will
be concluded today, or at the latest, tomorrow, so that we have
some definite results to announce.

Senator INOUYE. If you could advise us, would you characterize
our current capabilities and those of the allies in the region—suffi-
cient to deter or defeat any North Korean military action?

Secretary PERRY. I believe that they are sufficient to defeat any
North Korean military action. I confess to a lack of deep under-
standing about what goes on in the minds of the North Korean
leadership and, therefore, I couid not make a confident statement
about what is capable of deterring them.

RECRUITING SUCCESS

Senator INOUYE., Mr. Secretary, in your presentation you indi-
cated that last year was the second best year in recruiting on the
quality of recruits.

Secretary PERRY. Yes; I did, Mr. Chairman.

Senator INOUYE. I was rather surprised to hear this, because we
have been informed otherwise; for example, that military services
have failed to meet monthly recruiting goals in the first quarter of
1994; that the quality of our recruits is projected to decline.

More specifically, data recently released by the Air Force indi-
cates that it has missed its monthly new recruiting contract goal
in October, November, and December 1993; and this is the first
time the service has missed these goals in years. The quality of Air
Force recruits has fallen. In 1992, about 86 percent of all recruits
were in the mental category 1 to 3. In 1993, the number feli to 80
percent, and ] would assume the rest are category 4’s.
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The propensity of young people aged 16 to 21 to enlist in the
military is falling. In 1989, 17 percent of the people in this age
group were inclined to enlist—in 1990, 15 percent; in 1991, 14 per-
cent; in 1992, 13 percent; and in 1993, 11 percent. )

The Air Force report indicates that youth interest in the service
is at ;a historic low. Are these statistics that we have received
wrong?

Secgretary PERRY. The ones that I am familiar with are correct.
Let me clarify the apparent inconsistency between what I said and
what you said. You compared, for example, 1992, and indicated
they were better than 1983, and that is correct. I said 1993 was
the second-best year in our history, and that is correct. 1992 was
the first-best year. And so, the comparison is they will be better
than any other year with which you compare.

Second, I indicated that the propensity to enlist was down. And
that is a matter of major concern to us. That is why I made the
special point about supporting the recruiting budget, and many of
the last points you mentioned there had to do with propensity to
recruit. We are already starting to see that effect in the first quar-
ter gd this year, which, again, were some of the figures which you
quoted.

So, I did not want to be sanguine about the recruiting, but it is
a historical fact which I believe a careful look at the figures will
justify that fiscal year 1993 was the second-best year. First of all,
we met our quantitative goals of about 200,000, nd, the quali-
tative goals were the second-best in our history.

Now, having said that, we see danger signals in 1994, some of
which glou have quoted there. And we are very concerned about
those. We hope and we believe that a careful attention to recruiting
and recruiting budget will help overcome the propensity problems
you described. But it is early in the year yet. Knd I think we need
to see some results from that recruiting and see some real effects
to determine whether we have a serious long-term problem or not.

That, I do not know at this stage. .

Senator INOUYE. This is a matter of major concern to us, because
some of us still recall the seventies, when we experienced the same
type of statistics, and we would hate to repeat that again.

INDUSTRIAL BASE FOR BOMBERS

Mr. Secretary, in your apening statement you spoke of maintain-
ing the industrial base for submarines. Are we going to do anything
gbmg; industrial base for the bombers? We are not building a single

omber.

Secretary PERRY. We do not have anything in our program to
sustain a bomber industrial base. That is a weakness of this pro-
gram that we are presenting to you, and you may rightly chalienge
and criticize that assumption, or the assumptions that underlay
that decision. But the reasons for that are twofold.

First of all, it is very expensive to maintain a bomber industrial
base. The most logical way of maintaining a bomber industrial base
was to continue building B-2's. That is not only because that is the
best and the most effective bomber we can describe to you right
now, but because we could make a very good use of the extra B—
2 bombers if we had them.
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So, that would be the obvious way of maintaining the bomber in-
dustrial base, but it is a very expensive way.

The second, a rationale rl“:)r not maintaining the bomber indus-
trial base is that we have a robust commercial base in building
large transport planes. And we could, in time, pivot from that com-
mercial base to the building of bombers again, just as we have done
in earlier eras ir our history. .

1 do not commend that to you with a lot of enthusiasm, because
the sm‘iﬁc technigques of building, %articular stealth bombers, is
vgryl ifferent from the techniques of building commercial transport

anes.
, that is, ] would say, a weakness in this budget presentation,

Senator INOUYE. How would DOD react if the Congress should
address this gl;oblem and add something in here for maintenance
a stealth bomber industrial base?

Secreta.r{umnY. The reaction would probably depend almost en-
tirely on what was taken out to provide the funds. We made a Judaﬁ
ment when we put it together that, while it was important and val-
uable to have it, it did not compete with the other items which we
g:t in. The decision was as simpie as that. And our reaction would

based on that same phenomenan.

AUTHORIZATION FOR AN AIRCRAFT CARRIER

Senator INOUYE. Mr. Secretary, I will ask one more question in
this round, and then I will call upon my colleagues. Last year, we
appropriated $1.2 billion, which could be used as a down payment
on an aircraft carrier. You are requesting another $2.4 billion and
I believe this amount assumes a savings of $200 million and as-
sumes construction on the ship beginning this spring. But we must
get congressional authorization,

Are you optimistic on that?

Secretary PERRY. Let me defer that question to my Comptroiler,

Dr. HAMRE. Mr. Chairman, you phrase it exactly right. We had
in our original budget submission for fiscal year 1995, our plan had
always been to request the full funding for the carrier. Congress,
having the funding flexibility that we lacked last year, provided an
advance payment of about one-third, $1.2 billion. As you men-
tioned, it does require an authorization. That, of course, is a proc-
ess internal to the Congress.

Our presumption is that we have req&:gested that with our sub-
mission this year, with the fiscal year 1895 full funding increment
that will be coming, And we presume it will be acted on when the
Armed Services Committees act on the two authorization bills. We

resume the markup will occur before the Memorial Day recess. I
lieve that is the current plan.

Excuse me, sir, my understanding from the Navy is that is suffi-
cient still to capture the savings that were forecast for the carrier.

Senator INOUYE. I would assume that if you do not get the au-
thorization now, we will not be saving the $200 million?

Dr. HAMRE. The $200 million is at risk if we do not receive an
suthorization. I do not have a precise time, and I do not believe the
Navy does either, I think late spring, early summer is what I have
heard most recently. We are very keen and we have imbedded in
our assumptions in this budget, sir, that we will capture that $200
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million savings with the authorization, and using the funds that
were provided last year.

Segator INOUYE. Thank you very much. I will await my second
round.

The vice chairman, Senator Stevens.

Senator STEVENS. Thank you very much.

Mr. Secretary, I was interested in the charts you had there pro-
jecting the f)ercentage of the Federal budget and of the GNP that
defense will represent out into the future as compared to 1950.
What interests me is that in 1950, we were not diverting from the
defense budget a whole series of items that really come out of 0O&M
that I think affect combat readiness first.

For instance, many people do not remember this committee start-
ed the environmental restoration fund with $50 million to do O&M
on bases just to clean up some of the environmental hazards on
bases. Some people in the House found out about that and decided
there ought to be an authorization, and now we have got $5.6 bil-
lion coming out of this budget. This defense budget is putting up
$5.6 billion for environmental restoration, $400 million for the
Nunn-Lugar moneys—and I think we all support the assistance to
Russia, in terms of aid to meet the weapons reduction commit-
ments that they have made.

We have got United Nations peacekeeping at $300 million here.
Defense conversion is $3.3 billion. And, as you pointed out, we are
going to go through another base closure round. That will be in-
creased in the future.

For NATO headquarters we have another $100 million. For
NATO infrastructure, $200 million.

I will bet not many people in the country realize that the NATO
allies are not increasing their burdensharing as they committed to
d?l’l and most of them even are not paying their residual NATO

8.

But my point is, out there, when you get to the point where we
are at 2.8 percent of the Federal budget for defense, as compared
to 4.4 percent at the very depth of the demobilization in 1950, from
World War II, almost § percent. of the moneys in the defense budg-
et are not for defense.

Now, cannot we do something about shedding some of these
nondefense items from this budget so that when we get out there
to the end of this century, our defense moneys will be truly defense
monegs? If you had that, you could have an ongoing stealth re-
gearch and construction program. If you had that, you would not
have to close some of these bases, If you had that, you would not
be worried about trying to keep the f%rces both in Europe and in
Japan and Korea on forward-deployed bases.

My point is, are we not taking from defense the moneys that are
absolutely necessary to maintain readiness in terms of overseas de-
ployment?

NONTRADITIONAL DEFENSE SPENDING

Secretary PERRY. That is a real problem, Senator Stevens. There
is a much higher percentage of the defense budget that goes for
nontraditional defense items today than ever before in history, and
certainly dramatically more than in—going back to the fifties, as
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you were referring to. And, therefore, we do not have as much effi-
ciency per defense dollar, you might say, than we had then.

We can deal with that in several different ways. The easiest way
for the Defense Department is to increase the top line to accommo-
date them. But that does not seem likely to happen. The second
way we can deal with them is take out some of the items out of
the defense budget, although it is not clear exactly where they will
go. The environmental restoration, for example, are really non-
discretionary items. They are actions we have to take because of
the sins of the past.

We are doing something, as I mentioned, to reduce that problem
in the future by incorporating prevention pollution programs. But,
in terms of pollution already incurred, that is a bill that is to be
paid. And the only argument is, who pays it. There are still other
possibilities of increasing the efficiency in the way we do business,
reducing our overhead and infrastructure, so that we can take up
some of those nondefense issues with the savings generated by
that. And, of course, we are trying to do those. But it is hard to
gut a precise number on the savings that are going to be achieved

t.

So, it is a tough problem.

Senator STEVENS. Well, I wish you would put the inapector gen-
eral on that environmental restoration program. Some of the
projects that have been reported to me indicate that they are really
environmental enhancement programs. We do have some pollu-
tion—there is no question about it—on ex-military bases, as well
as existing military bases. But the moneys that are being used are
used to enhance and make into parks and other things the military
bases and ex-military bases that 1 do not really think go just strict-
ly to eliminating the ﬂuﬁon.

And when you putting up a park—and I am sure that
many people wouid like to have it—but you trade that off against
the concept of having troops where we must have them in Korea,
in Jagan, and over in Europe. I think there ought to be some real
mteaded analysis of this money that is going out of the defense

udget.

Well, I do not want to belabor that.

BOMBERS VERSUS SUBMARINES

Let me get to the item that Senator Inouye mentioned. As you
know, I have opposed the Seawolf. And I know it is a system,
but I feel that in the future we need the mobility and the capability
of showing the flag that we would have with a bomber fleet that
we do not have with a stealth submarine. But the real problem is
that I see now we have ended the deliveries of the 117. We went
out and saw the last two B~2's coming through the plant.

We are not only losing the industrial bases associated with bomb-
er construction, but we are losing the initiative in terms of total
improvements of the stealth concepts. Because we were evolving
the stealth concept. As every one of the planes came out, there was
some new improvement. I think this last one is just a model in
terms of stealth as the current technology will provide. But we will
not get & new fighter now until 1999, if we get it, the 22.



125

36

Do we not need a bomber force a lot more than we need a sub-
marine force—-at least a stealth submarine force?

Secretary PERRY. That is a tough comparison to make, but if I
E;d to choose between those two I would say my answer would be

es.” .

Senator STEVENS. I would, too. But the real problem is—

Secretary PERRY. I would really like to have both.

Senator STEVENS. Well, I sort of laughingly said, maybe we ought
to put the Seawolf money into a fund and let you make the deci-
sion. I think I will not be able to do that any more, because you
have already agreed. But the real problem is that if you look out
inti) t{he future, we should have more bombers. We also need more
airlift.

C~-17 PROGRAM

Now, the other thing I did over the last recess was to look at the
C-17. It continues to have problems. But when I look at the trans-
port capability for our country, in terms of defense, the 141's are
going out of existence, the §'s have had just immense problems—
they are not ioin&to last much longer. The 130's ought to be out
already. And by the turn of the century, you have to have the C-
17 or we will be like what we are in sealifi—we will have no airlift.

Are we going to be able to get the answer to the C-17, is one

uestion, and do you think we have got enough money here to keep
that going, so that by the time that the §'s and the 141’s do expire,
that we will have C-17s on the line? :

Secretary PERRY. Two different questions there. The first is we
inherited a very troubled program in the C-17. But we also inher-
ited and believe in the need for the C-17 very strongly. And it is
unquestionably the first priority for the Under Secretary of Defense
to bring that program in and to bring it in as an effective and effi-
cient program. He cannot guarantee me success in that, but he can
guarantee me he is putting in every effort to get a successful pro-
gram on it.

Given that we succeed in that pregram, yes, the time phasing is
such that the C-17 will phase in adequately with the C-141 phas-
ing out. It is always possible to have an unexpected disaster in an
aging airplane like the C-141. We had, as you are probably aware,
a substantial problem with it just a number of months ago, in
which we had to ground a substantial percentage of the fleet. That
fleet is now coming back on line again, and I think the number is
something like 70 percent of them are now back and operating.

Senator STEVENS. On the 141's?

Secretary PERRY. On the 141’s; yes.

And by the end of the year, we will have 100 percent of the C-
14] fleet operating again.

Senator STEVENS. But 10 years from now, they will be gone like
the 52's. If you do not have the 17's, we will not have an airlift.

Secretary PERRY. Our projection is that the C~141s will be effec-
tive in the force through the introduction and the complete intro-
duction of the C—17’s, barring a catastrophe in the C-17 program.
I admit to that concern. But, on balance, ] would say the prob-
ability that we will pull the C-17 program off is good.
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Dr. HAMRE. Senator Stevens, we are also requesting in this budg-
et funding for nondevelopmental aircraft to complement the C-17,
to replace the 141, or potentially be a follow-on for the C-17 should
it not be able to recover from its problems. We have it fully funded
through the 5-year plan to go back and forth between the C-17 or
nondevelopmental items. So, we protected the Department’s option.
It is not a decision to abandon the C-17 at all. It is to make sure
we have an alternative after we can see if we have worked out the
problems of the C-17.

Senator STEVENS. I saw that. And it sort of worries me a little,
because this committee, at one time, after the other three commit-
tees had canceled the 17, resurrected it and said, build it. And we
said that because—or at least 1 think we shared the feeling—there
was nothing there yet on the horizon that would meet the time-
frame for the airlift which we must have if we are—by definition,
we are out of sealift—if we do not have airlift, our whole concept
of going down to the numbers that you mentioned there is just to-
tally fallacious.

Secretary PERRY. That is absolutely correct.

Senator STEVENS. We cannot do it without the air mobility that
the C~17 -wilé‘sive, not only in terms of troops, but in terms of wide
bodies, particularly the tanks. So, I think that unless you can come
up with a replacement of a wide body to replace the C-17 in the
same timeframe, we are out there somewhere without an airlift for
our military that is designed to prevent crises from developing, and
it is designed totally upon the Agequacy of airlift. I would urge you,
let us get together and find some way to save that. If you want to
follow on that, go ahead.

Secretary PERRY. 1 can assure you, Senator Stevens, the C-17 is

the highest priority p in our develcpment today.
Senator &'EVENS. fom that the committee has all heard, as
I have, that you have been called the father of steaith. I hope that
1\;ou will be—and I think that is true—I remember when you were
ere before—but I hope you will be not only the father, but the
grandfather of getting that airlift in place. Because it is absolutely
necessary, in my judgment.

TRAVEL TO THE PACIFIC AREA

Last, we have been going to the Pacific every yvear, and I note
you have been to the European ares twice. ] have missed it, have
you been to the Pacific?

Secretary PERRY. Yes; I have, Senator Stevens. That was my first
overseas trip, to Japan and Korea, Pear! Harbor and Alaska.
[Laughter.]

Senator STEVENS. Now, you have done it. ] must have missed
that while we were off on our trip. But I do commend to you that
the problem of economic growth and trade and security in the Pa-
cific is becoming increasingly difficult. And I would hope that we
give that the same attention that we currently are giving to NATO
right now.

Secretary PERRY. We will. And I can assure you I will be back
over there again soon. .

Senator STEVENS, Thank you very much, Mr. Chairman.

Senator INOUYE. Thank you.
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Mr. Secretary, you better be prepared to the question, have you
been to South %arolina? [Laught.er.f

Senator Hollings.

Senator HOLLINGS. Yes: the Secretary has been down to Charles-

Ill lf}telping us with the base closure and trying to reconfigure what
is left.

1 want to emphasize the airlift program though, because I have
got other figures relative to that C—141. The entire fleet of 214
planes, Mr. Secretary, we commenced construction and delivery on
them back 30 years ago, in 1963, And they were only given a 30-
year warranty. And they are all now beyond warranty just about.
I recall January 1991, 3"years ago, on that New Year's morn down
at Charleston Air Base before we jumped off on the 13th into
Desert Storm. We were going around the clock, with the gold erew
and the red and the blue crews, 24 hours a day, palletizing two C—
141's that took off from Charleston, SC, and 17 hours later landed
in Dhahran.

And that was the best we could do. And that was with a 5-month
grace period given us to get ready. Now, with the posture of trying
to respond to two fronts at once, I am afraid one of those fronts
is going to have to be here at home, because gu are not going to
be able to get them there. You have had 150 141’s grounded for
fuel tank problems that have just been repaired, and 100 more
with different defects.

So about 30 percent are still out, and will not respond or be re-
paired for full duty until December of this year. The repair does
not extend the life, of course—it Jjust says you can get the plane
back up. And we only have five C—17's in the fleet right at this
minute, with six planes per year. It seems to me, with the remain-
ing 29 not to be delivered in 2 or 3 years, we may have cut our-
selves short trying to discipline a flawed contractor.

I worked with you and the Pentagon and I understand your ap-
preciation of the C-17. And I have seen you in the pilot's seat of
the C~17, as you well know. So, I know you are very familiar with
the program. But it strikes me, as Senator Stevens and all of ug
are emphasizing, we do not have sealift, and this does not give us
airlift for any two fronts at all.

e are not goin% to get 5 months’ warning for readiness. You can
have the troops all ready around here, but unless we can get them
there, we better hoge the enemy comes and invades us here, 50 we
can then perform. Because we cannot get them out anywhere else.
We just do not have the lift to do it. And that contract ought to
at least get back to 12 planes per year if we are going to be able
to deploy.

I just de not understand cutting back from 12 to 6 and then talk-
ing about readiness. You have been cutting with respect to the pro-
curement budget. I think you have cut it too close to the margin
here on this one.

C~17 PRODUCTION LEVELS

Secretary PERRY. I would invite ou, Senator Hollings, to have
Dr. Deutch come over and give a J:atajled description of his plan
on the C-17. But I have had such discussions with him, and will
tell you that the judgment of taking it from 12 to 6 per year re-
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flected no lack of interest in getting C-17's. It reflected his judg-
ment that that was the best way of maintaining a well-managed
program with maximum pressure on the contractor and minimum
commitment to production until all the problems were fixed.

So, that was the issue he was concerned with. )

Senator HOLLINGS. And I appreciate that. And that is where I
think maybe we have made the mistake, in trying to discipline that
flawed contract, we have come down too much on the side of dis-
cipline and not on the side of result. Because we have got a bigger
problem than some of the flaws that they are talking about that
are easily repaired. The planes are flying. And they have been
doing a real good job from where they are based—that we know of.

And the Air Force—MAC command, they really like that plane
very, very much.

Secretﬁ;ry PERRY. They do, very much. When it works, it works
very well.

Senator HOLLINGS. If the pilots had misgivings about it, then you
know I would be worried to death. I just think we have cut back
too much here. Senator Stevens was pointing out in his questionin
that these planes are over 30 years of age, and have had unusu
stress. 1 guess that was the point I was trying to make, having
been out on the flight line, working with them. They were going
24 hours a day. They got wing cracks and other problems from
going around the clock back in Desert Storm. And they have al-
ready lived more than the 30-year life span. I think they are worn
out. And that is what all the pilots are telling me.

ENSURING AIRCRAFT RELIABILITY

Secretary PERRY, They are worn out. Let me make two points,
though. The first is that I still have in mind, and you probably—
you go back as far as ] do in defense—the specter of the C-5,
where, after we built it, and after we produced it, we learned about
a wing problem. And it was an enormous expense to fix it once we
mb ilt all those airplanes. So, I do not want to repeat that mis-

Second is that while the C-141 is an old and a tired airplane,
we do have something called the Lead Fleet Program, where we
have certain airplanes that have the maximum number of miles on
it, and we check them very carefully for indications of problems.
And that gives us our best estimate of how much life is left in the
geeep than, for example, the warranty of any projected life at the

nning.

, the Air Force does keep a very careful tab on those airplanes
that have the most hours on them, the lead the fleet airplanes, and
we do believe we have enough life in this airplane to take us
through the end of the century.

Senator HOLLINGS. Well, very good. I will get together with Dr.
Deutch on it. ] appreciate it very much.

Thank you, Mr. Chairman.

Senator INOUYE. Thank you.

Senator Domenici.

Senator DOMENICI. Thank you very much, Mr. Chairman.

Mr. Secretary, it is good to have an occasion to be with you and
to ask a few questions.
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Secretary PERRY. Thank you.

IS THE DEFENSE PROGRAM UNDERFUNDED?

Sgngj,;or DoMENICI. First of all, is the defense budget under-
funded? .

Secretary PERRY. I do not mean to be flip, but underfunded rel-
ative to what has to be your question?

Senator DOMENICI. Relative to your own bottom-up review.

Secretary PERRY. This fiscal year 1995 and the Future Years De-
fense Program [FYDP] plan we have presented here will fund the
“Bottom-Up Review” with about four--I cannot give you a simple
yes or no, I have to give you about four qualifications, four major
things that could go wrong.

Senator DoMENICI. Fine.

Secretary PERRY. Which would lead you from a “Yes” answer to
a “No” answer.

Senator DOMENICI. Of course, whatever you want to say, just ex-
plain it to us. I think it is underfunded, and I think you know it
15. I do not know the amount, but you all have said it is $20 billion
underfunded yourselves at one point.

Secretary PERRY. The biggest problem with this budget relative
to doing the bottom-up review is the process that Congress uses to
determine out year budgets. And that is, it is based on then-year
dollars instead of constant dollars. And, therefore, what this budget
can do is entirely hostage to what inflation will be in out-years.

Already, from the time we first put the programs together until
the time we submitted this budget, there was a change of inflation
which led to a $20 billion underestimate. Now, what that means
is we have the same programs to do, the same top line, but each
doliar is worth less for doing it. And that is where the $20 billion
is.

By the time we get to submit the 1996 budget, that $20 billion
may be either up, down or sideways, depending on what happens
to inflation between now and then. And, therefore, with this pecu-
liar—what I would call peculiar—way of determining budgets,
there is no way of answering the question objectively. It simply de-
pends on what happens to inflation, becanse we do a proTa.m de-
termination baged on real dollars and real programs, and the budg-
et against which we are measured is in then-year dollars.

That is the biggest uncertainty.

Senator DOMENICI. Mr. Secretary, maybe what I would ask, be-
cause it might shed more light on this and you will have to make
some assumptions with reference to this inflation and the like,
wheln \\.r’i]] the Department release the out-year details of this budg-
et plan?

r. HAMRE. Senator Domenici, we have finished the preparation
for the FYDP, the details are for final release within days. If 1
might amplify on what Secretary Perry said.

Senator DOMENICI. Sure.

Dr. HamMRE. The question that was before the President and Sec-
retary Aspin was what to do about an inflatica estimate that was
higher, that was a_ $20 billion problem for us in the out years.
Since that time, and CBO's reestimate now has that reduced to an
$11 billion problem, again, very small economic changes will have
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this impact. Less than two-tenths of 1 percentage point change has
resulted in savings of nearly $8 billion. _

And so, it is very hard for us, with certainty, to say, have we
properly priced? We have properly priced the bottom-up review pro-
gram that is in the FYDP. It was, at the time we prepared it and
the President approved it, $20 billion over the top line. It is now
apparently $11 to $12 billion over the top line.

FUNDING INCREASED PAY

Senator DOMENICIL. Well, it seems to me, when you first released
the “Bottom-Up Review”—and it is for either of you-—that you took
into consideration some proposals that the President had made
through the previous Secretary that Congress did not follow, like
pay. We increased pay; you did not have pay increase.

Now, are all those taken into account now, and they are in the
budget as part of the reality, not what you wanted?

Secretary PERRY. Yes.

Senator DOMENICI. And do you have any more of those?

Secretary PERRY. The pay is in the budget, and that is why the
1995 budget, as I showed you in the chart, instead of showing a
big decrease, shows an almost flat line. That is one of the biggest
changes that was made, was the increase in the tcp line we got to
accommodate the pay change.

Dr. HAMRE. Senator Domenici, may 1 follow up? The President
raised our top line by $11.4 billion, which was what it took to prop-
erly fund the tail of the tail of the pay raise that was provided by
the Congress last year. Another element of the &rogram that at the
time the “Bottom-Up Review” examined was the degree to which
the savings that were embedded in the budget from the previous
administrations of the Defense management review were indeed
there. We went through an expensive review through the Odeen
Panel to determine whether they would be or not. That panel con-
cluded that they were going to be $23 billion short, and back in
September of last year our top line was raised by $13 billion to
make up for that shortfall. So we believe the program is as prop-
erly priced as we currently can do it.

REINSTATING THE FIREWALL

Senator DOMENICI. Senator Nunn and I, I think maybe by tomor-
row or thereafter, will have 30, and the list will be growing, Sen-
ators bipartisan who are on a bill to reinstate the defense wall at
the President's level for 8 years, so that Senator Stevens’ question
about the $5.6 billion in cleanup will be truly relevant. So long as
we have no wall the 3:1estion does not make very much difference.
If you take it out of there and put it in domestic it is still one pot
of money. There are no walls, 80 you cannot attempt to get defense
what you claim it is entitled to, because in the end it all goes into
one pot.

The President said unequivocally, and I do not have his words
but I think it is fair to say on more than one occasion, in his State
of the Union Address we have cut enough. He even said that some
around him wanted to cut more and he had over-ridden them and
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there would be nc more cuts, Now, certainly I do not think you
were one of those, based on your testimony here today.

Secretary PERRY. You are right. :

Senator DOMENICI. But it seems to me, Mr. Secretary, the Presi-
dent ought to support the reinstatement of the walls at his level,
and we are going to ask him to do that. D6 you have any idea
whether he might support that or not?

Secretary PERRY. First of all, let me say I respect and appreciate
the motives of people who are asking for the firewalls. 1 know why
you are doing it and I think those motives are entirely correct.

Second, the President does not support them.

Third, as far as I am concerned, I got from the President a strong
and unalterable commitment to stand by this budget. And that
gives me the comfort I need to proceed with these programs, to pro-
ceed with this 5-year program on into the future. That is the com-
mitment which is most meaningful to me.

Senator DOMENICL. Mr. Secretary, on the other hand the Presi-
dent, having said it so often and repeated it again since then—I do
not question that. What I question is whether Congress, as it ap-
propriates money, since it is all in one pot, will take from defense
to pay for some of the other things that they feel are short-
changed. Now, I am not going to go back through and tell you how
much that has occurred in the past 2 years since the wall is down,
but it is substantial and it is going to continue. You all can say it
will not, but it will continue, and it seems to me the President
ouggt to help us protect against ourselves.

I am not questioning his integrity. He is probably going to ap-
prove & budget exactly the way you are going to ask for it consist-
ent with the review that has been made, unless something very sig-
nificant happens and he needs more. I believe him. But I would
just share with you that that is not necessarily going to take care
of things and I am kind of worried about it because I truly believe
we are getting closer and closer to taking defense money and
spending it elsewhere. And it will get more easy rather than more
difficult because the discretionary pool of money is finally coming
to where it is really being squeezed. You understand that.

Secretary PERRY. I do understand that.

Senator DOMENICI. The first 4 years of that 1990 agreement was
pretty much comity to the appropriators, but the fifth year it starts
to squeeze, and the way Congress put it in for the next 4 years it
is pretty tight. So I hope when we send this to the President if he
asks for your advice you might at least say you have heard the
other side of it from me.

COUNTERPROLIFERATION

My last question has to do with Secretary Aspen’s very excellent
speech with reference to counterproliferation. Frankly, having seen
what the Defense nuclear laboratories did in an integrated way,
the big three plus a piece of Qakridge—that is, Los Alamos,
Sandia, Livermore, and a part of Qakridge—what they did in an
integrated manner to make sure we had a nuclear deterrent was
masterful. Jt was truly done on the basis of the very best talent in
the world, assessing what is happening ocut there, and what can
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you do and using all kinds of science and physics and other things
that are in these laboratories.

Now, I hope that you have in mind for counterproliferation a real
American effort at integrating a system under somebody’s controi
80 that we will not necessarily have another North Korea or Iraq.
I think you know the experts say if we have an integrated system
we may be a lot better prepared in 5, 6, 7 years to know everything
about that whether they let us on board or not and be able to pre-
dict what might be done about all kinds of tactics that might be
used in terms of proliferation, and I might add for those who think
it is all nuclear, the bigger proliferation that is worried about by
military scientists is chemical and biological, not as much nuclear
in terms of blackmail and getting something like that done.

Do I have it right that consistent with available money you truly
intend a program that would integrate the resources of our country
and have a game 'Plan that befits a country as talented as we are
in this whole area?

Secretary PERRY. ] share your emphasis and priority on this
ptroblem. And indeed, we have put a very sharp focus on achieving

1t.

1 would not say, in all honesty, that we have yet achieved the
tightly integrated approach to it that we had in the nuclear
weapon Bprogra.m t was a model which we can hold up to our-
ﬁ:es od‘ellt it will be very difficult to achieve the effectiveness of
model. -

Senator DOMENICI. But you would like to move in that direction?

PERRY. Yes; I would.

Senator DOMENICI. Thank you very much, Mr. Chairman.

Senator INOUYE. Thank you very much.

Senator Bumpers.

Senator BUMPERS. Mr. Chairman, honesty forces me to say I
think Senator Lautenberg was here before I was.

Senator INOUYE. Senator Lautenberg.

_Senator LAUTENBERG. Thank you. 1 thank my colleague. That
display of courtesy is so welcome.

Mr. glad to see you here. I saw you on the Sunday
showandthougi:tyoudidverywell.lwilhyouweﬂinthianew
post of yours.

POST OF BURDEN-SHARING AMBASSADOR

Perhaps you know I have been a strong advocate of the post of
the burcrean-lhanng ambasgador created by Congress in 1989. The
administration says it shares my goal of soliciting greater contribu-
ﬁ:ns forftheb common defense from :?&r allies. Hn',s the ambassador
at large for burden-sharing been an effective post?

Secretary PERRY. | believe that it has. The reason I am hesitat-
ing, Senator Lautenberg, is that the measures of effectiveness, ob-
jective measures of effectiveness, are hard to obtain. He has cer-
tainly met with, gotten the message across, and we have had some
modest results. But we have not achieved the results that I am sat-
isfied with in this area yet, and, therefore, I would have to say that
we are not there yet.

Senator LAUTENBERG. Should we keep someone in that post, do
you think?
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Secretary PERRY. Yes; I believe we should.

RESIDUAL VALUE PAYMENTS

Senator LAUTENBERG. Let us talk for a moment about residual
value payments. One of the things that concerns me is not that we
are making a commitment for our common defense with our friends
and allies, but we assume an unusually large financial burden to
do so. And I think that greater participation by these other coun-
tries is in order.

As we reduce our presence in Europe, I think we ought to recoup
the value of our investment in the facilities we turn over to the
host nations. And, as you know, through a series of residual value
agreements some of our allies have agreed to repay us for the value
of the facilities that we leave in those countries. )

The Defense Department has estimated that in Europe our in-
vestment is $6.5 billion, almost $4 billion of that in Germany alone.
As of December we had turned over 64 percent of cur facilities slat-
ed for closure in Europe, over 60 percent of those in Germany. But
we have not done toc well recoupins our investment. Over the past
few years, we have collected, ] understand, less than $50 million
in residual value payments out of the billions that we are owed.
The German Government has budgeted only $25 million this year
to compensate us for what we have left behind.

How much of that $6.5 billion in infrastructure we have invested
in Europe might we recoup, and when might that be?

Secretary PERRY. I wish I could give you a confident answer on
that question, Senator Lautenberg. Our history has been dismal to
date. *

Senator LAUTENBERG. Has a payment schedule been developed
that is supposed to be met?

RESIDUAL VALUE NEGOTIATIONS WITH GERMANY

Dr. HAMRE. Senator Lautenberg, we have a strong provision in
our Status of Forces Agreement with Germany for a residual pay-
ment. We do not have really comparable provisions in most other
of our treaties with our NATO allies. We have currently or are
scheduled or have announced that we will return, I believe, ap-
proximately, by our evaluation, $2.5 billion worth of property or
improvements.

e have a fundamentally different approach on the United
States side for estimating residual value than do our German al-
lies. Our methodology is to take the original purchase cost, depre-
ciate it for wear and tear and outstanﬁi:g repair costs, and then
inflate it to bring it up to current dollars. The Germany Govern-
ment has a very different philosophy and approach which is there
is no residual value to an underground bunker or to a hardened
airplane facility if we are never going to use it, and, therefore, it
is its economic utility to the economy that is the basis for their esti-
mation of residual value, not the original construction costs.

Now, in some instances it is not hard to come to a meeting of
the minds; for example, on an apartment building. It is very dif-
ficult on things such as taxiways, hard stands where we simply
parked tanks, things of this nature which really do not have an
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economic value to the Germans or they feel do not, and yet we have
invested a fair amount to develop it. We are in the process of con-
tinuing to try to negotiate and resolve that.

Now, there has been I think an important development in the
last 18 months or last 12 months, which is to trade for payment
in kind as opposed to cash payments for residual value. And whiie
we have received in cash payment probably in the neighborhood of
between $25 and $40 million is all, we have received in the last
year over $100 million of payment in kind or agreements for $100
million of payment in kind. These are bills we would otherwise
have to pay, and so they are valid contributions against our ongo-
ing requirements.

ere is an ongoing vigorous effort on the part of our Govern-
ment and our people in Europe to try to promote payment in kind
to offset these outstanding liabilities.

Senator LAUTENBERG. | am surprised that we ave stuck in an ac-
counting debate with our friends in Germany. It would seem to me
that you cannot do present market computations on facilities if the
understanding was originally that we were going to be com-
pensated for the value that we left behind that is unamortized to
date. But it suggests a lot of work remains to be done if those sums
are to be recoverable.

Dr. HAMRE. Yes, sir; the Status of Forces Agreement specifies
that we do have residual value rights, but it does not specify the
method of valuation or computation. And so that is something the
two sovereign governments have to resolve through dialog.

Senator LAUTENBERG. If we paid for it, we ought to get back
whatever residual value is left. Theye is & report that was due no
later than January 31, 1994, on DOD’s residual value negotiations.
We do not have it yet. Do you know when that might come?

Dr. HAMRE. 8ir, I do not know personally. I apologize. I will find
out and renrt to you by close of business tomorrow.

Senator LAUTENBERG. And subsequent reports are required eve
3 months thereafter. If we could get that it would be very helpful.

Dr. . Yes, sir.

[The information follows:]

The report was provided to the Chairmen of the Senate and House Armed Serv-
ices Committees and to the Chairmen of the Senate and House Appropriations Com-
mittees on January 31, 1994,

Senstor LAUTENBERG. Mr. Chairman, just one last comment. As
I gaid earlier, I believe that our contributions for stationing costs
ought to be met as much as possible by our friends and allies. In
1993 the American taxpayer spent almost $10 billion on overseas
basing costs. Everyone understands this does not include salaries.
We pay their salaries. But the ancillary costs, the amenities, ought
to be considered part of the covered expense that we ehare,

Japan and Korea are paying a much larger share of basing costs
than the Europeans. Japan pays 72 percent of these costs. They
have agreed to go up to 75 percent. Our NATO allies contribute
roughly 25 percent. I offered an amendment last year to increase
the allied burden-sharing for overseas basing costs. Secretary of
Defense Aspin and Secretary of State Christopher opposed it. In a
letter to Sam Nunn they said they shared Congress’ eoncern about
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equitable burden-sharing and that this remained a primary admin-
istration policy.

The letter went on to say we were going to continue to negotiate
vigorously arrangements with our allies which seek to be more ben-
eficial to the United States, and Secretaries Aspin and Christopher
pledged to do their utmost to achieve the lowest possible stationing
costs through determined negotiations,

Meanwhile, Germany’s overseas basing costs have been declining
over the years: DOD figures show that Bonn paid $1.68 billion in
host nation support in fiscal year 1992 and $1.42 billion in fiscal
year 1993.

DOD estimates that Germany will contribute $1.336 billion in
fiscal year 1994. Now, that is a reduction of $344 million from the
starting point.

In light of the administration's vigorous negotiations, what kind
of an increase do you think we might see in terms of Germany’s
contribution toward our overseas basing costs in 1995?

Secretary PERRY. We will get back to you with that one.

[The information follows:]

At this time we do not expect an increase in Germany’s contribution. The Ger-
mans continue to experience economic problems with the costs of unification and
payments to expedite the departure of troops of the former Soviet Union out of their
country. Nevertheless, we are continuing to explore ways to reduce US stationing
costs in Germany by seeking additional in-kind support, reducing fees and taxes,
and increasing cooperative programs.

ASSUMPTIONS ABOUT ALLIED CONTRIBUTIONS

Senator LAUTENBERG. Does our 1994 budget anticipate the Euro-
pean allies will increase their overseas basing contributions?

Dr. HAMRE. We have imbedded in our budget the assumptions
for our basing costs in Japan and Korea, consistent with the num-
bers you outlined, sir.

We had to add funding to our budget request in Korea, because
we had previously imbedded in our assumptions in previous years
a drawdown of our forces in Korea, which is now on hold because
of the environment and the situation in Korea. So we have had to
add some funds to our budget this year, and we will be going into
discussion with the South Koreans about the additional costs asso-
ciated with that.

For Europe, I do not know; and I apologize, and will find the an-
swer out for you, about what is imbedded in our assumptions.

Senator LAUTENBERG. We are talking about significant sums of
money here. It is important to know whether they are in the budg-
et or not.

A few weeks ago, Mr. Secretary, I sent a letter, along with Sen-
ator Leahy, regarding the Army School of the Americas: and I will
ask that a copy of that, Mr. Chairman, be inserted in the record,
and that the questions I have there be answered in writing at the
earliest moment. Thank you very much.

[The information follows:]
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LETTER FROM SENATOR LAUTENBERG ET AL,

FEBRUARY 16, 1994,
The Honorable WiLLIAM PERRY, .
Secretary of Defense, Department of Defense, Washington, DC.

DEAR SECRETARY PERRY: We are writing to inquire about the Army’s School of the
Americas (SOA) program, which is funded, in part, through the International Mili-
tary Education and Training Program (IMET). As you know, concerns about waste-
ful spending and the human rights component of the program have been raised

cut the budget of the SOA as well as & “New! " article and other press reports.
In light of serious allegations that have been made about the SOA, and related
GAO recommendations on the human rights component of the IMET programs, we
would appreciate your respanse to the questions outlined below.
GAO report
1.ASep1amber1992GAOupoﬂneommand.d“thttheSeaaﬁxyofD¢femdi-
rect the Director of the Defense Security Assistance Agency to (1) complete the im-
pilementation of a mechanism to evaluate the effectiveness of the Expanded IMET
,uwel!uhumnnrighulwmnmminingindndodinthenguhrmm
Program; (2}uﬁnﬂreS¢cuﬁtyMﬁ:uneeMnmmntMmunltouﬂoctthe_lgn-
guage in the Foreign Assistance Act concerning human rights awareness training
to international students; and (3) develop programs that will make more specific
human rights education availabie to international students.” To what extent have
these recommendations been implemented?

Student selection

Z. Does the Defense Department have any i tion indicating that graduates
of SOA have viclated internationally recognized human rights? If so, please provide
us with this information.

3. To what extent does the United States government attempt to screen out poten-
ﬁﬂhumnﬁghutbumﬁumSOA?HuwdmtheMngmﬁrSOAm-
pmtothatofotherIMETpm?WhninﬂupmofmningSOAmt
instructors for thair human rights record?

4. How many candidates have been denisd entry to SOA on human rights grounds
in the past 5 years? In the last year?

Human rights curriculum

5. What portion of the overall B0OA curriculum does humar rights represent?

6. What type of course work is included in the human rights eurriculum?

7. Is the SOA human rights curriculom different from the human rights curricu.
lum in other areas of the IMET program?

8. To what extent has “Expanded IMET” been incorporated into the curriculum?

9. How many instructors teach at the S0A, how many are from Latin America,
and how much of their course wo is presented in Spanigh?
IO.WhntlevelmdtypeofmnudothehtinAmuiuninmucmuach?

ll.vAnfoni;ninnructonuudinmyot.berpwmoﬂhe U.S. based IMET pro-

m..ﬂwmuchﬁmedoAmeﬁunmmuxyinmmnendintbedumom?

13. To what extent are the American instructors proficient in Spanish?

14. What is their oversight role?
Integration of SOA students

15. To what extent are SOA students integrated into the mainstream military
education courses at Fort ing?

16. To what extent do SOA students have contact with American military person.
nel at Fort Benning outaids the ¢lassroom?
Military-to.military contacts

17. Is the Administration developing new programs to promote military-<o-miii-
tary contacts in Latin Amerie!, and other regions, especially in light of funding re-

18. What role will human rig'ht.a training play in such programs?



1317
48
SOA budget

19. How much has the SOA spent in the last five years on field tri&s to the places
mentioned in the attached summary of the School's activities dated March 19, 1992
(i.e. Atlanta, Six Fln%s, Disney World, Kennesaw Mountain, New York City, Wash-
ington, DC, Norfolk, VA)?

20. What is budgeted for the current ﬁsca:dyear for these activities, and for fiscal
year 1995, and how does it compare to the Informational Program budgets for inter-
natjonal students at other U.S. military schools? .

21. How much has the SOA spent in the last five years on representational activi-
ties (i.e. parties and other social events) and what is budgeted for the current fiscal
year and for fiscal year 19957 . .

22. What has the SOA spent in the last three years on trans tion for Latin

‘American officers who served as instructors, and for their ilies, between their

home countries and the United States? .

23. What salaries and living allowances, if any, have been or are paid by our gov-
ernment to these officers? .

24. Do SOA students continue to draw pay from their government and/or a sti-
pend while they attend the School?

We look forward to your response to our questions.

Sincerely,
FRANK R. LAUTENBERG.
PATRICK J. LEAHY.
JOSEPH P. KENNEDY 1I.
RONALD V. DELLUMS,

Senator INOUYE. Senator Bumpers?

Senator BUMPERS. Thank you very much, Mr. Chairman.

And Secretary Perry, welcome, once again. I was very pleased by
your ap(yointment. We had a great relationship back in the seven-
ties, and hopefully, that will continue.

When I look at all of this, I am reminded of that great Bessie
Braddock story. One night, with Winston Churehill, she drew a line
on the wall and she said, I'll bet if you hid all the whiskey he'd
ever consumed, it would fill this room up to this point. Churchill
looked at the line, and he looked at the ceiling, and he said, “So
much to do, and so little time in which to do it.”

And that is the way I feel about this. There is much more that
I would really like to go into here than time permits. But let me
Just say that, from a sort of overall view, the truth of the matter
is Congress very seldom kills a weapon system. Unless the Penta-
gon decides that a weapon system ought to be killed, you can al-
most bet that Congress will not kill it.

Having said that, incidentally, I would like to go on the record
saying I strongly disagree with Senator Domenici’s proposzl to es-
tablish firewalls around the Defense Department again. 1 am not
saying that some weapon systems ought to be eliminated just for
the purpose of lguttinﬁlthe money in education or health care. But
to give the DOD the kind of sanctity that that kind of amendment
gives it is, I think, foolish in the extreme; and it has nothing to do
with preparedness, it has nothing to do with an effective, efficient
defense ssstem. But my point is this: There are places where the
Defense Department, in my opinion, can still save quite a bit of
money, without jeopardizing our force posture one iota.

There are two areas I would like to discuss with you just briefly,
and then I have some written questions that 1 will submit later.

No. 1, I believe that Milstar is a tremendous expense, and with
virtually ne justification. As you know, Milstar was conceived as a
communication system, to fight a prolonged nuclear war with the
Soviet Union.
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Not only does that threat not exist anymore, but if you look at
the capability of Milstar compared to its cost, and then you com-
pare the alternatives to it, it Just seems outrageous to me that we
are embarking and about to expend somewhere in the neighbor-
hood of $8 billion for a system that we simply do not need and is
outdated. The whole concept is outdated. Would you care to com-
ment on that?

MILSTAR

Secretary PERRY. Yes; when I came into the Defense Department
about a year ago, one of the first systems I looked at was Milstar,
precisely for the reasons that you have outlined,

1 found two things about it which were significant: First is that
the gystem, as then configured, already had had some dramatic
changes made in it, from its original design; and we made further
changes in it to reflect the change in mission. It was originally in-
tended to be a communication system, to work in a nuclear war;
and one of the consequences of tﬁ:t was the design of the system.
which made it very much heavier, very much more nsive to op-
erate in a nuclear environment. Those requirements have been re-
moved from the system.

And at that point then, one could fairly ask the question: Can we
not meet the communication rec}uirements of the mili hich
are very real, the connectivity of al] the forces in tactical as well
as strategic gituations—with commercial communication satellites?
“AYnd,”at our first approximation, the answer to that question is

es,

The deficiencies of doing that, as nearly as I could identify, boiled
to one particular int, which is the susceptibility of the commer-
cial satellites to ectronic countermeasures;_w Jamming, in short.

And s0, to the extent the present-day Milstar system is Jjustified,
not to supply mili communications which everybody agrees are
needed, but to supply them with a uniquely dﬂTeca system in-
stead of using commercial satellite systems, is
antijamming ca ability that it has. That ig the basis on which it
should be ju and evaluated; and that ig the basis on which we
evaluate it.

You can make an argument that~—you can make two arguments
Proposing alternative systems. The t is: Go to commercial sat.
ellites, and simply give up on the antt.iil:m capability. We discussed
that explicitly for a couple of mon last spring; and decided
against that. We are not infallible, and the judgment may have
been wrong; but that was very explicitly discussed. We concluded
that the antijam feature was important.

The second alternative would be, say, “Fine, That ig really what
we need, And could we design from scratch, from the ground up,

1t would require pretty much starting over again, and building
2 new system from scratch. We could save money doing that. We
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would be, probably, 8 to 10 years away from having the system. So
that was the tradeoff we made there. .

Those were the two choices that were made. Unlike the Pope, |
am not infallible; and I eannot say those have to be the right judg-
ments. But that is the basis on which we decided to continue with
a stripped-down Milstar. A stripped-down Milstar is still a very ex-
pensive system. . .

Senator BUMPERS. The antjjamming devices with which Milstar
is loaded also carry a separate set of problems, does it not, in com-
municating? Does it not also make the communications for the re-
ceiver very difficuit? Does it not sound like Donald Duck?

Secretary PERRY. I do not believe that the communication links
cn the Milstar will be low fidelity, Donald Duck-type systems. It
does introduce—we go digital, and some early digital technoiogy,
low bandwidth digital technology, had the effect which you de-
scribe. We have since learned how to code a digital communica-
tions, low bandwidth that does not have that quality.

Senator BUMPERS. Milstar also has a very limited number of
calls it can take simultaneously, does it not?

Secretary PERRY. Yes; any low bandwidth system. One of the fea-
tures, the real disadvantage of some of the anti ility i

communications. Both of the points you are making are valid
points.

Senator BUMPERS. Mr. Secretary, let me say I am very pleased
to know that you obviously, at least at some point, shared my con-
cerns, and have spent quite & bit of time on it.

Secretary PERRY. I did.

Senator BUMPERS. That would indicate to me that that might be
one of the .areas where you will find the additional $11 billion that

2 years trying to convince DOD that detubing the D-5%, in order
to carry 12 missiles with 8 warheads each, is a big, big money-
saver, with no impairment of strategic capability,

I must say, I do not know whether it was because of my efforts
on the floor of the Senate and the endless speeches I made on the
subject, but obviously the Defense Department has cut back rather
sharply on procurement; and I am not going to make that whole
speech again about detubing,

I disagree with the President. The President says we would have
to renegotiate with Belarus, Kazakhstan, Russia, and whatever the
fourth country is that has weapons under START II. | strongly dis-
agree with that.

START If has a Compliance Review Commission set up in it pre-
cisely to deal with this kind of thing. If it did not, if the Commis-
sion did not agree to allow us to detube, which would be—inciden-
tally, this is one of the reasons they have had some difficulty in
Russia with the START II Treaty; they are saying, “Ah. You are
going to allow them to put 24 missiles on a submarine, with 4 war-
heads each; and it would take them a New York minute to increase
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those warheads to 8, on eévery one of those missiles.” That has been
the argument in the Parliament of Russia by the hardliners,

So I feel very strongly that we are making a terrible mistake in,
No. 1, planning to backfit our first 8 Trident submarines with the
D-5 when the C—4 is perfectly good to be retrofitted itself at a frac-
tion of the cost; No. 2, refusing to buy & lot fewer D-5 missiles
which cost 48 million smokes each, and putting 8 warheads on
them just as we do today, instead of 4, and save—even today, with
your changed procurement~somewhere between $7 and 15 billion
between now and 2010.

When we have completed this year's procurement, Mr. Secretary,
the Navy will have bought 818 Trident II missiles, D-5 as the
Navy calls it, and 520 guidance sets.

Now, that is well in excess of one guidance set for every missile;
whereas, on the Minuteman HI, for example, we are going to have
22 spares for 830 missiles, Maybe the guidance system for the D
§ breaks much more readily than the guidance system for the Min-
uteman III; but the_grare not throwaways. Even when they break,
they are repairable. You can repair them.

So why, in the name of God, are we buying so many extra guid-
ance systems? They cost $8.3 million each. In va opinion, if we
stop right now buying guidance systems, we would save a half bi)-
lion dollars in figeal year 1994 and still have more idance ays-
tems than we can use with the full complement of missiles.

" D~ MISSILE PRODUCTION

Secre c tary PERRY. I would like to comment on several of those
points,

First of all, on the detubing, or number of missiles per submarine
and number of warheads Fer issile, I have gone around and
around on that issue for 5 ong time; I understand the arguments
You are making, and I ecan identify with them, as a matter of fact.

In the last analysis, I did not support them; and I want to ex.
plain to you at least one reason for not supporting them that sets
itself aside from the pure strategic issue which you raised and pure
arms control issues which you raised.

I 'do not—1I have not very often with this Congress used the term,
“preserving industria] ba_se” 25 an excuse for something I wanted

I would argue that, with the strategic missiles as well. I am open
to arguments, reducing the number of D-5's we produce. I do not
want to shut down the production line of the D-5%s. It is the last
strategic missile that we are roducing. I have exquisite memories
of the agony of tting the and production line up, and
know how tifﬁ t it is, and what an art it is to make those prop-
erly; and I do not want to lose the recipe, how to do it.

So I would much rather go down to a very low production rate
on D-5's and keep them Boing for a long time into the future than
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stop producing them—the same argument I wouid make about
guidance s&lstems.

1 think the question you raise about guidance systems, neverthe-
less, is one that needs some reexamination. The question is not
whether to stop the guidance production line, but rather to reduce
the rate at which we are producing them. That wouid not save as
much money as you quoted, but it could save some money by bring-
ing the rate down.

. for both the D-5 and its guidance system, 1 would argue on
the desirability of sustaining an industrial base so that we continue
to maintain the capability for developin% and producing a strategic
missile. We have shut down all of our ICBM’s now, as you know.
This was the last missile left and I think it is important to main-
tain a modest capability to produce that missile.

Senator BUMPERS. Mr. Secretary, just in summary, 50 you can
give it a little thought between now and then, 1 would like to re-
visit this in writini:o you to make sure we are not like ships pass-
ing in the night—that we are talking about the same numbers and
the same dollars.

TWO-WAR SCENARIO

Second, ] want to speak to you about the two-war scenario and
ask you—you might just answer this guestion now: Does that con-
clusion by DOD, being able to fight two regional wars at once, does
that take into consideration any gllied help in those two wars?

Secretary PERRY. Let me stress one point. Nothing in our plan-
ninfg, nowhere in our planning do we believe we are going to have
to fight two wars at once. The plan was, if we are fighting one war
at once, we want to have sufficient strength to be able to deter an-
other war; that is, not invite somebody.

1 think it is an entirely implausible scenario that we would ever
have to fight two wars at once. What we do not want to do is take
a set of actions that would take an implausible scenario and make
it a little more plausible by inviting weakness.

Senator BUMPERs. Does it include a holding action plus a full-
scale regional war? . ‘

Secretary PERRY. In the war planning that was done—and these
are paper war plans, Senator Bumpers—I do not want to suggest
they are the last word on the question—the force structure that
was determined necessary was based on not going into holding ac-
tion, but moving as quickly as possible into the second war.

The difference between having to go into a holding function, and
not a holding funetion, turned out not to be so much force structure
as foree enhancements, the most significant one of which was the
airlift and sealift.

So, what is laid out in the “Bottom-Up Review” as 2 two major
regional conflict capability did assume the existence of force en-
hancements, which are not now in the force. On the other hand,
one of the wars postulated, which was with Iraq, is against a coun-
try which is not capable of fighting one of these wars at this time.

So, it is looking somewhat into the future and assuming two
things have ha&p;‘ened: First of all, a country like Irag or Iran
builds up that kind of a capability, which they do not now have;
and in the meantime, we build these force enhancements up.
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NUCLEAR POSTURE REVIEW

Senator BUMPERS. Well, I am concerned about foreign arms
sales. I am concerned about the nuclear posture review, I would
hate for that to put off too long some of the decisions that ought
to be made right now. When is that due? -

Secretary PERRY. A few months. There will be important results
out of that within a month or two; in fact, this committee may
want to request a mid-term briefing on that. And it will be ready
for that, I believe, in 2 month or two. The final study is, I think,
this summer.

Senator BUMPERS. Mr. Secretary, I support most of your pro-
grams; happy to do it. But, when some of these things fly out at
me, I feel duty compels me to raise those issues; particularly when

y can personally see no value for the tremendous amounts
of money we would spending on certain systems.

But I want to be as cooperative as possible. I will send some of
this stuff to you in writing.

Secretary PERRY. We l.ﬁwayta welcome your comments and eriti-
cism, and we will try to be honest and responsive to them,

Senator BUMPERS. Thank you very much.

Thank you, Mr. Chairman.

PROLIFERATION

Senator INOUYE. Thank you. :

Mr. Secretary, several of the members have indicated concern
about proliferation; and I hope that we can work out in our sched-
ule a time when we.can have, say, an in-depth classified meeting
on proliferation?

tary PERRY. Of course. That is a subject that is right up at
the top of our level of interest and priorities. We will be happy to
discuss that with you.

Senator INOUYE. Senator Specter?

_Secretary PERRY. Did you mean, in particular, nuclear prolifera-
tion? Or more generally than that? Weapons of mass destruction?

Senator INOUYE. Other weapons, also.

Senator SPECTER. Mr. Secretary, I add mg congratulations. When
we had a brief meeting prior to your confirmation, I was amazed
how fast you were confirmed. I noted all the rules were waived,
which is a tribute to you and the importance of the position. I am
glad to see you on the job.

NON-U.S, COMMAND OF U.S. FORCES IN FOREIGN COMMITMENTS

Secretary PERRY. Thank you, Senator Specter.

Senator SPECTER. With respect to United States participation in
NATO operations, to what extent, if at all, will our personnel be
committed to U.N. commands under situations where our own indi-
vidual field commanders might disagree with the deployment of our
personne]?

Secretary PERRY. That is a complex question. Let me try to an-
swer it as clearly as I can.

First of all, U.S. forces are always under U.S. command, right up
to and including the Commander in Chief, but we have often put
U.S. forces under operational control by the commanders. Nearly
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all of the examples, historically, where we have done that, have
been in NATO.

We have battalions that are in a division in a maneuver where
there is a foreign commander commanding the division. Now, in
NATO, ultimately, the Supreme Allied Commander is an American.
But there are many cases, then, where we have forces under oper-
ational control. ]

Looking inte the future, where we may have forces involved in
peace entorcement operations, combat forces that would be involved
a United Nations peacekeeping force, our position on that—for ex-
ample, our position in Bosnia is, if we send forces, ground forces,
into Bosnia to enforce a peace agreement, they would go in under
a NATO command rather than under United Nations command.
They would go in under the United Nations mandate, but a NATO
command, _

The milita?hoperations we have underway in Bosnia today are
so0 managed. They are under NATO command. The shootdown that
occurred yesterday was a NATO operation under 2 NATO com-
mander. The NATO commander hagapened to be an American, but
it w::\is a NATO command. It could have been another foreign com-
mander.

NUCLEAR WASTE DISPOSAL

Senator SPECTER. Mr. Secretary, I note the additional funding
this year for environmental cleanup. I also note the $2.4 billion
buﬁgeted for a nuclear aircraft carrier.

¥ question is: Does there exist a really satisfactory method to
dim of nuclear waste?
tary PERRY. The one-word answer to that is “No.”

Senator SPECTER. Why are we putting all of our , OF 80 many
of our eggs, in the nuclear basket, when we do not have a way to
d.w&ose of nuclear waste?

ell, I guess we do not really need to get to the point of the
cleanup being 8o expensive, What are we going to do with the con-
sistent increase of nuclear waste, since we do not possess a satis-
factory method to dispose of the waste? Let me thank you for an
uncustomarily brief answer.

Secre - The answer to your second question, unfortu-
nately, will not be so brief, which is what to do about it. And it
is also, I have to say honestly, out of my area of expertise. I have
waiched with substantial interest the activities of the Department
of Enezﬁy in this field, to find ways of disposing of waste. I am an
informed and interested amateur in that subject; but it is not my
business, and I do not propose to be an expert.

Senator SPECTER. Perhaps you could supply a response for the
record, in writing, with someone who does know the details?

tary PERRY. This is not, as you know, in the Department of
Defense area of activity. This is the Department of Energy. We fol-
low their ngrams with great interest, but we do not, are not re-
sponsible for them.

Senator SPECTER. You are ordering carriers which create nuclear
waste. If there is no way to dispose of it, ] am not going to get in
line with a firewall between Defense and Energy. I do not think
there is one. It is a question that I would like to have your answer
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on, because it comes back to a question which I have pursued in
some depth.

NUCLEAR VERSUS CONVENTIONAL CARRIERS

I am in my 14th year now as it relates to an interest of my State,
for which I make no apology. The issue is of conventional aircraft
carriers versus nuclear carriers. It has always seemed to me that
there has been a Navy predisposition to nuclear aircraft carriers.
I have never been able to understand this predisposition.

We have a reduced budget. The nuclear aircraft carriers cost in
the range of $6 billion-plus, and the%vlast 25 to 30 years. There is
no way to dispose of nuclear waste. We have conventional carriers
which have performed tremendous service at a cost of $800 million.
The conventional carriers have a life of 15 to 20 years.

The question that I have never been able to get a satisfactory an-
swer on is: Why do we close the door to retrofitting conventional
carriers, when we do need that thrust? Experts have entered this
room in recent times and have said, “We need 22 carriers.” Then
it was down to 15; and then it was down to 14; then it was down
to 12; and now it is down to 11. Senator Bumpers raised the issue
about fighting two simultaneous wars,

Why does the Department of Defense not give more attention to
the role of conventional carriers?

tary PERRY. I will give you, in writing, the answer to two
questions that, I think, will not answer all of your concerns: but
may be a framework for further debate. One of them is, specifically,
what are the plans for dealing with the waste from a particular
carrier, as opposed to trying to answer the question of, how does
the United States in fene dispose of its nuclear waste; which I
think is a difficult and unsolved problem.

(The information follows:]

The amount of nuclear waste generated by nuclear-powered warships is relativel
small. This is best summed u bg‘a Genﬂ‘a.bFAmun ing Office reportl()('.h‘\Ofl‘ISlA.DZ
92-256 dated July 1992) on the Navy’s nuclear waste di plans, the conclusion
of which remains accurate today: “The Naval Nuclear propulsion program generates
aml.lpu.rtoftheNation’ludioacﬁvewutenquiringdiﬂoad.mdthemtm
manage this aspect of the program has beer. relatively low. Although future projec-
ﬁmmmwhatunmtﬂn.itnwdthﬂd_ilpmnlwsu ill continue to be

Over years, fow-level radioactive waste disposal costs are
shios peprose 'm?% perunw S Fim Navy's oy e muclear-pow handling
e r "
mf disposal costs of the resultant radioactive wammﬂoonly about one tenth of one
percent of the total 1992 Navy budget. Experience has demonstrated that this waste
can be dealt with safely and at a cost which is reasonable considering the substan-
tial mili benefit nuciear-powered warships represent to the national defense.”

This GAO report provides information detailing how the Navy handles and dis-

poses of radioactive waste; each category of radioactive material is discussed as well

ca-

E:city for each category of material. Radioactive waste resulting from é%g 76 will
handled consistent with that from nuclear powered ships currently in operation.
With to spent fuel from nuclear-powered warships, the Department of En-
(DOE]) is currently preparing an Environmental Impact Statement (EIS) evalu-
augf alternatives for m.nagemen:ﬂolfb lDo‘IE'h'PIGm fuel, including N.t‘g E?t ﬁ:tgl,
until a permanent itory is available. The Navy is cooperating wi in the
reparation of t.hier‘g,l It should be neted that the Navy's spent fuel represents
sealsthanafewpereentoflllDOElpentﬁm and has been managed safely for over
ds% 76 will be the tenth nuclear-powered aireraft carrier, To date, the Navy has
succeasfully refueled or defueled 317 reactors, including 24 aircraft carrier reactors.



| R
T 745
56

The CVN 76 reactors will not be refueled before the year 2020 and defueling and
inactivation will not likely take place until after the year 2045.

In summary, the amount of radicactive waste generated by nuclear-powered war-
ships, including nuclear.powered aircraft carriers, is relatively smail, has been man-
aged safely for over 35 years, and shouid not be a significant factor in evaluating
the authorization of CVN 76, )

Senator SPECTER. Is there a difference? Is it easier to dispose of
the r;uclear waste from a carrier? Is that not part of the other
issue?

Secretary PERRY. It is related, of course, to the other issue.

Now, the second is to give you the cost-effectiveness analysis
which leads the Navy to their conclusion to support the nuclear
submarine, understanding the data analysis is independent to the
answer of the first question which you asked.

Senator SPECTER. It implicates the question of nuclear waste, but
it is not determinative. As I have watched the progress, in my ten-
ure in the Senate, ] have seen the problem grow, and I have not
seen any answers to it. There have been a lot of problems.

We have some questions for the record. I would just observe, Mr.
Secretary, the report in the press about the United States spending -
$575,000 to promote the sale of arms.

I am looking forward to the session on proliferation, and 1 was
very pleased to hear your views in our private meeting. You believe
that, as a matter of policy, we ought to reexamine our weapon sales
not only as it relates to nuclear and chemical, but also as to tradi-
tional weapons. I thank the chairman for scheduling the session on
proliferation. .

It is late, and I have colleagues waiting; so I will submit some
other questions, for the record.

Secretary PERRY. Thank you, Senator,

Senator SPECTER. Thank you very much, Mr. Secretary.

Thank you, Mr. Chairman.

Senator INOUYE. Senator Leahy?

Senator LEARY. Thank you, Mr. Chairman, Secretary Perry.

I would offer the appropriate measures of congratulations and
condolences on being Secretary of Defense at a very difficult time.
I think that the country is well served and the President is cer-
tainly well served by having you as Secretary of Defense.

Secretary PERRY. Thank you very much, Senator.

Senator LEANY. Doctor re, I am delighted to see you again.

Secretary Perry, you were very heavily invelved in the bottom-
up review conducted by Secretary Aspin.

NUMBER OF CARRIERS NEEDED

As I understand it, the “Bottom-Up Review” called ultimately for
12 carriers. We have 13 active carriers today; an additional 2 under
construction, and 1 scheduled for decommissioning. That brings us
to 14 carriers.

You have asked this committee to appropriate money in fiscal
year 1995 for another carrier. That would make 15 carriers. Is
there some disconnection between what we are being asked to do,
andd;.vhat the bottom-up review did? How many carriers do we
need?
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Secretary PERRY. I think the best way of answering that ques-
tion, Senator Leahy, is to look over a fairly long period of time. We
are prnjecting 12 carriers in the bottom-up review. A carrier's life-
time might be, in round figures, about 36 years. Therefore, if we
are going to have 12 carriers, over the long term, we would need
to build about 3 a year—pardon me, that would be an interesting
build.

Senator LEAHY. You would have a little problem in this commit-
tee on that,

Secretary PERRY. About one every 8 years, in order to sustain the
industrial base at a sufficient rate to sustain that force. So, we look
at a program then, over a period of 10 or 15 years, where we main-
tain a rather reletively constant rate of building carriers. There is
nothing in our present force structure that says it would have to
be done any particular year. It could be deferred a year, or moved
up a year.

Senator LEAHY. How many carriers does the Navy need for two
major regional conflicts? 7

Secretary PERRY. They have a very interesting and complex
curve, which shows that 10 is the minimum, and that with a cer-
tain level of risk, and the risk decreases as they go to 11 or 12 or
13. But based simply on their argument for fighting two major re-
gional contingencies, the minimum you could fight with would be
10. :

They also have another curve, which projects their need, which
estimates their need for projecting power in peacetime, and that
}mmber turns out to be 12. And that turned out to be the dominant
actor,

Senator LEAHY. In two MRC's, you need 10; but during peace-
time you need 127

Secretary PERRY. This was the one area in the bottom-up review
where the peacetime power projection needs dominated force struc-
ture. All of the other cases, the two MRC's dominated the force
structure,

Senator LEAHY. The concern I have—and 1 share some of the
same concerns Senator Specter raised on the cost of nuclear versus
conventional—is that there are a lot of other costs that go with it.
Once a carrier takes to the sea, you have a carrier task force; you
have an air wing or wings; and finally support ships that are ev-
erything from submarines to tenders. It can get to be a fairly ex-
pensive operation.

BUYING MORE B—2 BOMBERS

I am sure there is going to be a lot more debate on building an-
other carrier. I would like to ask you about another issue on which
we have had a lot of debate, and that is the B-2 bombers. I know
you told Chairman Dellums that the Department of Defense is not
pursuing any plans for the procurement of additional B-2's. But
the worst kept secret in Washington, and one that anybody could
pick ug_easily, is that the Air Force would like to purchase addi-
tional B-2 bombers.

The Air Force has proposed to cut our bomber foree from 200
planes this year to 107 by fiscal year 1995. Is this a case where
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we are just saving money now so that they can come back and ask
for more B-2's later on?

Secretary PERRY. My own opinion in discussing this with leaders
of the Air Force is they will not support procurement of additional
B-2's coming out of their current level of budget. They would glad-
ly support being given additional budget authority to go buy more
B-2’s, but that is not an option that has been given them, and at
t2.'he present budget levels they have, they do not support more B-

5.

Senator LEAHY. Northrup and other B-2 supporters have pro-
posed adding $150 million to keep the B—2 production line open. Is
that going to be in the budget?

Secre PERRY. That will not be in the budget.

Senator . Is 107 bombers enough for two conflicts?
Secre PERRY. The 102 bombers we have—
Senator . 107.

Secretary PERRY. 107 bombers we have right now are not, be-
cause they do not have the right kind of munitions on them. For
these bombers to be used effectively in conventional conflicts, they
need to have grecision-guided munitions, and that is a program
that is under development for the B-1 and the B-52 and the B-
2, but it is not now in the force, but after we get those advanced
90:‘1'\Yrentiona1 munitions, then I think the answer to that question
is “Yes.”

Senator LEAHY. Then the exgenses in procurement will be in the
weaponry, not in the platforms?

Secretary PERRY. That is correct.

LAND MINES

Senator LEAHY. Mr. Secretary, last year I sponsored an amend-
ment in the Senate to extend for 3 years the moratorium on the
export of antipersonnel land mines from the United States.

We had a rollcall vote on it. Every member of the Senate, both
{:Jarties across the political spectrum voted for it, and then at the

nited Nations there was a U.S. resolution which called for an
international expoert moratorium. I know that one very well, be-
cause I went up and wes an active delegate and actually tabled the
resoh;tion on behelf of the United States. That was adopted unani-
mously.

I am worried about land mines. There are anywhere from 80 to
100 million land mines in over 60 countries; B0 percent of the vic-
tims are civilians. They are also threatening our own forces we
send to these countries. There are parts of the Netherlands that
are off limits to people from World War II, from the land mines.

I am chairman of the subcommittee here in Appropriations that
handles our foreign aid. I look at some of the countries we want
to send foreign aid to, and it is almost irrelevant, because the peo-
ple cannot even go out to plow their fields, raise their food—7 or
8 million land mines, for example, in Cambodia. Milliens, literally
millions of land mines in Afghanistan, down in Central America.
There have been over 80 people killed, experts kilied trying to
demine Kuwait. About 1,000 people have been either maimed or
killed in Kuwait after the war just from land mines.
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Now, I know the Pentagon wants to keep stockpiling and using
land mines. T also know a complete ban is not going to happen
soon, but at some point we have to face the question, are these
weapons just becoming basically an indiscriminate terror weapon
against civilians, and if so, does the United States as the most pow-
erful nation on Earth have a responsibility to stop using them just
as we have other weapons, and helped countries stop using other
weapons?

This is not so much a question, but about the only of) osition to
the United States going forward and pushing for a worldwide mor-
atorium on the export of land mines has come from the Depart-
ment of Defense.

The President has said he is in favor of it. The Secretary of State
has said he is in favor of it. The Congress has voted in favor of it.
We put a resolution in to the United Nations and they said, we are
in favor of it.

But the Department of Defense has not been, primarily because
of the so-called self-destructing land mines. We scatter a couple of
thousand of those, and if 90 percent of them work, you are still
risking the lives of innocent people with a couple of hundred.

I would hope that you and whoever you would like in your office
might work with me, because this is an issue that will keep coming
back in one leﬁislative vehicle or anether, but it is also an issue
that the United States can and should show moral leadership on.

- We are the ones with the power to set an example.

I would close only with this. S?pose we do get a final settle-
ment, peace settlement in former Yugoslavia, just think, when the
United States as part of NATO is asked to go in and start clearing
the mines that are there, our fliers come out of Avian or elsewhere
today are at risk, but when you start sending in some of our peo-
ple, whether engineers or anybody else, in man ways they are
going to be at greater risk when they go to help clear those mines.

Secretary PERRY. I am very sympathetic with the peoint you are

making, Senator Leahy. I know there is considerable controversy
an a:gxl)oaition within the Pentagon on that. I promise you to take
h ook at that again.

d
a .

Senator LEAHY. Thank you. I wish you would.

I have talked to the President at length about this, and the Sec-
retary of State, and it is not as easy an issue as my questions may
have seemed to pose it, nor am I naive enough to think this is
something you can just turn the switch on and off, but I think that
those who serve in our military, and those who serve trying to help
other countries, are going to be at greater risk as years go on un-
less we find some way of bringing this down, and our allies are,
and our ability to help out in many parts of the world to bring peo-
ple back to being self-supporting are goinfd::o be crippled by it.

Thank you, Mr. Secretary. Thank you, Mr. Chairman.

Senator INOUYE. Thank you.

Senator Cochran.

Senator COCHRAN. Thank you, Mr. Chairman. Mr. Secretary,
welcome to the committee. 1 apologize for the fact that many of us
had to get up and go to other meetings during your testimony and
come back to ask questions. It is a fairly disorganized way of doing
business. I am sure in your experience you have learned to deal
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with that, and we appreciate your patience very much in respond-
ing to the questions that we have.

FORCE PROJECTION AND PRESENCE OVERSEAS

In connection with some comments that I have heard during the
time I have been at the hearing today, I would like to point out
that I am one of those who supports the notion that we need to
maintain a capability of projecting force worldwide to deal with the
protection of our security interests and other interests, aud the fact
that you have requested funding for the CVN-76 is an initiative
that this Senator supports.

I also support the notion that, because we are drawing down the
number of Eases overseas and a fixed presence in many parts of the
world due to budget constraints, we are goini to need to have that
kind of mobility and capability represented y CVN-T6 to project
power. The amphibious ready groups also are going to provide us
with unique and important assets for forward presence and crisis
response as well. Do you see our future requiring more of an in-
vestment in that kind of cFresence’ overseas, rather than the expec-
tation that we can rebuild a fixed presence around the world as we
have had in the past?

Secretary PERRY. Yes; without hesitation, ] would say.

Senator COCHRAN. Would this not be one of the answers to Sen-
ator Specter’s question about why we need the mobility and capa-
l(:yig_ﬁr of maintaining cruising time in our carrier fleet that the

'VN-76 would .’bring us, rather than the conventionally powered
carriers? .

Secretary PERRY. That is the principal argument people use for

nuclear as opposed to diesel carriers.

REFOCUSED BALLISTIC MISSILE DEFENSE PROGRAM

Senator COCHRAN. In your testimony that you have prepared and
furnished to the committee you mentioned that one of the chal-
lenges in this year's budget is to refocus the ballistic missile de-
fense program. I do not see in this statement any definition of what
that refocus is. Could you tell us what that entails?

Secretary PERRY. Yes; I can. It involves a substantial decrease in
the funds that we were spending on space-based defensive systems
and on defensive systems to defend the continenta] United States
against an }CBM attack. Both of those programs are technology
programs only in this budget and, therefore, relatively lower fund-

ing,

ft involves an increase in funds on the theater ballistic missile
defense program, projects it from an R&D program to a program
that is geared to go to development, production, and deployment of
a system by the end of the decade.

Senator COCHRAN. I hope that one of the alternatives for theater
missile defense being considered is to include sea-based compo-
nents.

Secretary PERRY. Yes; it is. We have an Aegis-based system that
is in that program.

Senator COCHRAN. I aiso hope that our work that we are doing
in coordination with Israel’s Arrow program may have some benefit
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for United States programs in the future. Do you see any useful
transfer of that kind of technology to our own U.S. capability?

Secretary PERRY. I think there has already been some useful
transfer, and there will be more in the future. I have explored, and
Dr. Deutch has explored very carefully with the Israeli Ministry of
Defense, the possibility of having 2 shared program to get the max-
imum kind of benefit back and forth.

They have concluded that that is not an efficient way of doing
it primarily because the Israeli Government is going for a fized
base defense system, and they can get substantial economies and
lower costs by doing it that way, whereas we are talking about a
theater missile defense system and we have to have it mobile so
we can deploy it in the theaters, and for that reason we did not
find any commonality between the two different systems we are de-
veloping. There has been good technology-sharing, though, between
the two programs.

IMPACT AID AND OTHER NONDEFENSE SPENDING

Senator COCHRAN. One area of concern that I share with others,
which 1 know has been brought up already by other Senators at
this hearing, is the use of the defense budget to fund programs that
are really under the purview and maybe the responsibility of other
departments of the Government. )

I have heard, for example, that there is a proposed amendment
in the House on the education bill that provides for impact aid
funds from the Department of Defense butfget instead of from the
Department of Education g:cekeeping funds, which traditionally
may have been considered Department of State bu responsibil-
ities, are now being included in the budget request for the Depart-
ment of Defense.

Do you think you have ineluded some items in the budget for de-
fense that really ought to have been included in other departments’
budgets, such as the $300 million for the U.N. peacekeeping forces,
for example?

Secretary PERRY. On the education aspect, the im‘ract aid, I op-
pose the inclusion of that impact aid money in the defense budget
and the administration opposes it as well. On the peacekeeping, 1
believe it is reasonable to have the peacekeeping costs associated
with peace enforcement—that is, military operations part of the de-
fense budget—but the other costs that are associated with peace-
keeping, humanitarian aid, ought not to be part of our budget.

Senater COCHRAN. Thank you very much.

Thank you, Mr. Chairman.

- DEPLOYABLE CARRIERS NEEDED

Senator INOUYE. Thank you, Mr. Chairman. Thank you, Mr. See-
retary. I just have a few more questions, if I may. If my recollection
is correct, during the height of the gulf war we had 12 deployable
carriers and one in reserve for training purposes only. Of the 12,
6 were in combat station, 2 were in transit, 2 were being over-
hauled, and there were 2 more being prepared for deployment. Is
my recollection correct?

T7. 10 N=Bs .2
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Secretary PERRY. I cannot verify that. It sounds reasonable to
me, but I can certainly check it out for the record. I have no reason
to dispute those figures.

Senator INOUYE. If these statistics are correct, that would be the
basis for some of the concerns being expressed by members of this
comumittee. If it took 12 deployable carriers and 1 reserve for train-
ing to carry on one war, you have in the fiscal year 1995 11
deployable carriers and 1 in reserve, and you hope to carry on one
war and possibly deter another, That is the concern we have.

Secretary PERRY. Yes; of course. The reason we argued that the
requirement, the peacekeeping requirement is more extensive than
the war requirement is because the war requirement assumes you
go flat out. All of your resources are dedicated to those two oper-
ations, and you can only do that for a relatively few months, where
in the peaeekeepil'xﬁ operations you have to maintain a regular
maintenance schedule.

You have a regular rebuilding schedule. You have to maintain
personnel and operational tempo which is suitable, and then out of
all that is that it actually takes more carriers to maintain peace-
time dprc:'ec:t:ion over a long, sustained period of time than what it
woul ¢ to surge all of your abilities, project all of them forward
for these two wars.

I remind you, Senator Inouye, that in both of these war scenarios
we went through we are talking about wars that lasted only a few
months. You could not sustain tiat over any period of time.

HELICOPTER PRODUCTION

Senator INOUYE. I would like to ask a question on helicopters.
Your fiscal year 1995 budget request calls for the termination of
the HH-80, the SH-60, and the CH-53, and all three are manufac-
tured by Sikorsky.

The Sikorsky-Boeing team will deliver the Comanche, and the
Comaznozhbe will begin production, if everything is on schedule, the
year .

I think if that is the case it would be logical to assume that the
reconstitution cost is going to be horrendous because you will have
ﬁut 4 or 5 years of nonproduction. You will have to reconstitute

t.

What would be the effect on the unit cost of the Comanche?

Secretary PERRY. We have not calculated that because I would
not propose to do it that way, Senator Inouye. I think we have to
maintain the industrial base for producing those helicopters be-
tween now and the time we get to the production of the Comanche.

There are several ways we can do that. One of them is through
the Defense Department buying additional helicopters. We have in
our budget, I do not remember the number, but a substantial num-
ber of Iﬁg—GOS——GO UH-80's. But nevertheless your point—and the
UH-60 will provide that industrial base. But your point is still cor-
rect because there is some gap between the end of the UH-60 pro-
duction and the beginning of the Comanche.

In the best case that gap will be met by foreign military sales.
If it is not met by foreign military sales then we have to look at
& way of buying more UH-60's than we are now projected to buy.
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Senator INOUYE. Then your plans would call for maintaining the
Sikorsky helicopter base?

Secretary PERRY. I believe that would be the most economical.
Again, it is not a matter of helping a contractor. It is a matter of
finding the most economical way of making the bridge from the
UH-60 to the Comanche.

Senator INOUYE. Otherwise we can anticipate high unit costs?

Dr. HAMRE. Senator, if I might put in context the request this
year, we will be buying almost more Sikorsky helicopters than
every other combat aircraft combined in our budget request. We
are buying 127 aircraft in this budget, or proposing to, and 60 of
them are —60's. So, it is certainly the healthiest and most ro-
bust production run in this budget request in combat aircraft.

Now, the termination that you have referenced relates to the
Army’s long-term plan, and the Army has proposed to us to termi-
nation production of UH-60's I believe in fi year 1998 1t is not
a decision we are facing this year.

We have an ongoing and very robust production base in fiscal
years 1995, 1996, and 1997, and we will be looking at this issue
next year, or this year when we are putting our long-term plan to-
gether, sir.

PACE OF PERSONNEL DRAWDOWN

Senator INOUYE. Mr. Secretary, I have many questions here I
would like to submit to you for your response, but just one question
now, my final.

In reviewing your Department’s downsizing plan, we have found
that by 1995 the Active forces will have reached 80 %reent of their
1999 , but the Reserve forces only 70 percent. Will this mean
that Department will have to accelerate Reserve force cuts in
the next few years to meet the 1999 goal?

If that is the case, this faster pace very likely may have a serious
impact on force structure, especially when Reserve forces are tak-
ing ;esponaibility for missions that were once handled by the Ac-
tive forces.

Secretary PERRY. We just completed a very detailed projection of
Reserve force reduction.

Do you have that in K:ur hands, John?

Dr. HAMRE. Sir, we have been on a very steep reduction plan for
the active duty component for the last 4 years, so by the time we
complete year 1995 we will have largely made the cuts in the
active duty component, and have now just initiated the euts in the
Reserve components.

So, in looking at the data that Dr. Perry presented earlier, our
1995 goal to the bottom-up review to the active duty military would
be to reduce another 66,000 after we complete the fiscal year 1995
re%ueat, and 73,000 for the Reserve components.

ut as I mentioned, we are just now beginning that at the same
path or same piane. So, we believe the program is executable. It
is done with—we have transition benefits in place for the first time
for Reserve component personnel. ApFroximately $180 million in
this budget ie for transition benefits for reservists who are going
to be departing this year.
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Senator INOUYE. That cut is from & smaller base as far as the

rves are concerned.

Dr. HAMRE. Yes, sir; it is.

Senator INOUYE. My question is, If we accelerate the downsizing
of the Reserve forces at the accelerated rate, what impact would it
have upon the force structure in the sense that we were depending
upon the Reserve forces to take on certain missions that active
forces have up until now assumed, especially support activities?

Secretary PERRY. Let me see if 1 can get you a comprehensive
and thoughtful answer to that question for the record, Senator. It
is a very good question.

Senator INOUYE. I would appreciate that, sir,

Secretary PERRY. We have gone through this very carefully in
just the last month or two, 8o the answer is available. It is just not
in my head as I sit here.

[The information follows:]

During the Bottom-Up Review (BUR), we determined, in a macro sense, what
each Service required to exectite our strategy of being able to win two near-simulta-
necus major regional conflicts (MRC’s). The BUR developed palicy puidance on the
fuh:ndzeandmisﬁomoftheﬂumemmpanenuwmmthe:hﬂﬂﬂguohpm-
ﬁquml&._hmtﬂintnmff;;he Gu;;:?nd Rugmwn_s a key part of

guidance, 0 nsa —making smarter use
of the Guard mu:mg Reserve wﬁuee mksl:end eonh'olmeCompemﬁng Leverage
doeanotmunmninuininghrgerGunrdlndRuervefomu,butnthermpﬁng
them to the new strategy by assigning them missions which properly employ their
strengths, and providing them with adequate resources to achieve required readi-
ness levels.

The Department's force structure plans for the future have been carefully devel.
oped to support the national mili strategy of winning two hearly simultaneous
major regional conflicts. They will also ensure that there is sufficient strategic re-
serve to defend agninst a failure of Soviet democratization, and provide damestic
support here at home, in the event of patura] or man-made disasters. The chall
istorgeonﬁgumtheﬁqndu;@ﬁuenembempomivetothgwwﬂﬂdngm.

The speed of the downsizing is of particular interest, because if it oecurs too slow-
ly, valuahle resources which could contribute to improved readiness are expended
on force structure that is no longer required in the post-Cold War world If the
downeizing is at too raj 'dnpnu,thanthewrbnlennemdimputcnfhepecp]ein-
volved is more severe. Department is committed to funding transition benefits
as | have stated before. We are also working to spread these reductions out over
time, to give the affected personnel an opportunity to associate with another similar
unit. Wehnvedcvelopedpoﬁdutopmotgtheﬂeﬁhiﬁtyforndisphudmmber
of one component to find a new position within another.

Raadinmminsthenumhumtglﬁmityofthismpnmmntlmmmjmd
to managing the izing effort so that the short-term pain is minimized. In the
long run, the readiness capabilities of Reserve forces will be enhanced, first by
streamlining their force structure in line with their new mission requirements, and
amndbyhrgeﬁngmmoumswmdinmenhanmenm.mmthislp-
pmnch.munemunthattheGmrddeuemwiﬂmnﬁnuetobeﬁd]pm

Senator INOUYE. I am sure you realize that 50 States have Na-
tional Guards.

Secretary PERRY. Yes; that has been made very clear to me.

Senator INOUYE. They all have Senators, sc I would appreciate
something that I can share with my colleagues and with Governors
and others.

Secretary PERRY. I would be happy to follow up on that.
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Senator INOUYE. Dr. Perry, on behalf the committee, once again
congratulations on your appointment, and we thank you for provid-
ing this service to our country at a time of need.

e thank you for your appearance this afternoon. Your answers,
as some have characterized, have been forthright and candid. As
one member said, this is the first time he has heard a one word
response from any Secretary up until now.

e matters facing this subcommittee are very serious, obviously,
80 we look to ciyou for your leadership in this area. I can assure you
that we stand ready to work with you in coming forth with a de-
fense plan that will meet our national interests.

So, once again, we thank you very much, sir.

ADDITIONAL COMMITTEE QUESTIONS

Secretary PERRY. Thank you, Mr. Chairman.

Senator INOUYE. We look forward to arranging these hearings on
proliferation, if we may.

Secretary PERRY. I will look forward to it myself,

[The following questions were not asked at the hearing, but were
submitied to the Department for response subsequent to the hear-

ing:]
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QUESTIONS SUBMITTED BY SENATOR DANIEL K. INOUYE
DEFENSE INDUSTRIAL BASE

QUESTION: Mr. Secretary, the Defense Department
plans to build the SSN-23 te preserve the nuclear
submarine industrial base. There are many other
defense industries teetering on the brink of extinction
because of cutbacks, What criteria do you have to
determine which specific portions of the industrial
base must be praserved?

ANSWER: First, the Department recognizes that the
industrial base is a crucial element of U.S. military
power. The Department also believes, however, that it
must aggressively reduce its reliance on a defense-
dependent industrial basa. Therefore, our primary
strategy is to remove the barriers to integration of
the defense and commercial industrial bases by
emphasizing acquisition reform anc supporting defense
reinvestment and diversification programs.
Specifically, the Department is encouraging and using
dual use technologies in military equipment,
eliminating defense-unique specifications and
standards, and demonstrating a clear preference for
commercial items and commercial buying practices. 1In
the long term, this integration is absolutely essential
if the Department is to acquire and support essential
defense systems despite significant budget reductions.

However, the -Department also recognizes that some
products critical to defense (for example, nuclear
submarines) are being produced by companies which
provide products used only by the military. These
companies may possess unique capabilities {skills,
facilities, processes, or technologies) essential to
current and future defense needs; which could be
endangered during the defense downsizing; and which,
once gone, would require major investmant and/or
significant time to recreate.

W continually assess relevant sectors of the
industrial base to identify their essential elements
and to ascertain their present and future viability.
In cases where anticipated commercial capabilities are
not adequate, steps may be required to sustain
essential defense-unique research, design, production,
and support capabilities. We anticipate these cases
will be the exception, not the rule. There is no
practical way to prevent the size and diversity of the
defense-dependent industrial base from eventually
reflecting the reduced level of demand for its
producta.

Nodernizatlcnlno-iqulpping the Force
Question: Mr, Secretary, under the fiscal yerr 1995 budget, the
Army w111 not buy any tanks, the Navy will buy only seven ships, and
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the Alr Force will buy no new fighters. At this pace. 1t will take
50 years to recapitalize the Navy fleet. Are we 1iving for the
present and leaving to our successors the difficult chalienge of
re-equipping our forces?

Answer: No, we understand our future modernization
requirements. Our procurement budget ts very low today (about
one-third of what 1t was during the peak spending in the
mid-1980°s). We have that luxury due to excess tnventory as we
tontinve to draw down our force structure, but we know that we must
develop and procure the force enhancements envisioned in the
Bottom-up Review to ensure our technological superiority. The flve
year plan we have submitted to you carries our procurement reduction
down for another two years; then 1t starts a substantial tncrease to
accommodate the fact that we will have to start building the next
generation systems after that.

Sustainment Beyond 1999

Question: Mr, Secretary, while the Bottom Up Review looked at
maintaining our forces through 1999, can you tell us how much
cons:deration was given to sustaining our forces in the years beyond
19992

Answer: The Bottom-up Review focused out to 1999; however, |
think most of our sustainment considerations were applicable to
further outyears. He paid a lot of attention to the supporting
Infrastructures of technology and our Industrial base. Our
Investaent requirements reflect the different nature and
sophistication of remaining regional aggressors, as weli as the
long-term need for technologica) superiority.

Most US weapons on hand are technologically superior to those of
potential enemies, and many of those US weapons have years of useful
1ife teft, We can take some time to develop and prove new
technologies, and accept carefully measured gaps in industrial base
cutput, where it |s wise to do so. The mmediate urgency of
production of advanced systems is reduced, but vigorous RLD remains
a strategic imperative to ensure our edge both in actual technology
for the current force, and in potential technology for future forces.

1 believe our plan is sound, both for now and the ocutyears, as
far as we can reasonably assess.

Readiness and Recapttalization

Question: WI11 the Defense Department be able to maintain
readiness and recapttalize the force simu) tanecusly?

Answer: Yes. The fact of the matter 1s that we must do both.
The Bottom—up Review force structure Is adequate to do the Job 1f
and only if we protect our readiness and improve our capabilities.
He are funded properly in FY 95: we must meet the challenge to
properly train and equip our forces as we look to the outyears.

AIR FORCE AND NAVY AIRCRAFT AFFORDABILITY

QUESTION: Mr. Secretary, in the out years, the
Air Force intends to spend almost $5 billion a year to
buy F-22 advanced tactical fighters. It alsc will need
large sums for airlift aircraft like the C~17 and for
other needs to keep the Air Force modernized. The Navy
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faces high production cests for the F-1BE/F fighter,
while it seeks to buy the V-22 tilt rotor aircraft and
other items.

== Will the lower budgets in the future protect
readiness and still have sufficient funds to purchase
all of these aircraft programs?

== Will the F-22 and v-22 procurement programs
crowd programs such as the C-17 and F-18E/F7

=- If all of these programs are procured as
scheduled, the annual expenditure to buy them is going
to be nearly $12 billion. Will we be able to afford
this?

ANSWER: DoD's first priority is to maintain a
high level of readiness for our forces, and the
Department's Fiscal Year 1995 budget reflects that
priority. For the longer term, the Department has
instituted a number of mechanisms to ensure that
readiness is protected, including the Senior Readiness
Oversight Council, the Readiness Working Group, and the
new positions of Under Secretary of Defanse for
Fersonnel and Readiness and Deputy Under Secretary of
Defense for Readiness. Even with the continuvation of
readiness as the highest priority, DoD's budget plans
anticipate that additional funds will be made available
for procurement in future years. For example, we
expect to reduce infrastructure costs significantly
over the Future Years Defense Frogram (FYDP) period and
beyond, as we reap the full benefits of the Base
Closure and Realignment (BRAC} and other initiatives.
Those actions wil) help free funds for future
procurement. In addition, a number of major
acquisition programs, pParticularly new aircraft
systems, are currently in development and therefore
funded in the RDT:E accounts. For example, the F-22
fighter, the F/A-18E/F strike-fighter, and the Medium
Lift Alternative/v-22 are in development and not
scheduled for procurement until future years. Aas
future decisions are made to transition such programs
into the production pPhase, procurement spending will
increase as RDTGE funding decreases.

We do not currently expect the F-22 and v-22
programs to crown ocut other programs such as the C-17
and F/A-18E/F. These Programs are all funded within
the Future Years Defense Program. Funding beyond
Fiscal Year 1999 will be addressed this year during the
Department's development of the Defense Program for
Fiscal Years 1996-2001. a number of future decisions
will affect the long~term affordability of these
Programs. For example, the total spending for aircrart
Procurement wouid vary significantly depending upon the
future decision on the eventual peak production rate
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for the F-22 (currently planned for 4B per year beyond
the FYDP), We also plan future decisions on Medium
Lift Alternatjve/V-22 procurement and Strategic Airlift
procurement beyond 40 C-17s,

The annual funding requirement for,-and therefore
affordability of, the four aircraft programs will
depend heavily on these future decisions. As the
Department addresses those issues during the
preparation of the Defense Program for Fiscal Years
2996-2001 and in other reviews, long-term affordability
will be a major consideration. In addition, all
Defense Acquisition Board milestone reviews include an
assessment of affordability, both in the FYDP and
beyond. At this point, our assessment is that the four
programs will be affordable over the long term, though
perhaps at lower maximum rates of procurement,

However, our ability to make resources available for
the investment programs that will be needed in the
future will be heavily dependent on the Department's
success in achieving substantial savings from
infrastructure reductions and other management reforms.

PEACIKEZPING

Question: Secrstary Perr{. In its FY 1995 budfet request, the
Department proposes to establish a fund of $300 willion to pay for
International peacekeeping activities. How does this peacekeeping
fund differ from the one requested by the Department last y2ar and
disapproved by Congress?

answer: The fund requested last year was part of the Clobal
Cooperative Initiatives (GCI) which encompassed activities related
to humanitarian assistance, disaster relief. peacekeeping, and
programs for the promotion of demoeracy. Funding for the
operational costs of these programs were consolidated within this
proposed appropriation lor various reasons including the need for
flexibility to address often unanticipated, urgent humanitarian,
disaster relief and peacekeeping requirements. Peacekeeping was
Just one facet of the proposal, The peacekeeping portion of GCI
would have been used to fund DoD incremental costs {personnel,
transportation, materials and supplies, and operating costs) for
participation {n a variety of anticipated unilateral and
myltilateral peacekeeping operations undertaken under the United
Mations, other regional organizations, or unilaterally.

The FY '995 request is entlirely different In that the funds, if
authorized and appropriated, would support. payment of assessments
for peacekeeping and peace enforcement ooerations owed to the
United Nations bg the United States i;overnment “nr those
operations for shich DoD will have primary control and oversizht
responsibil ity under the new shared responsibility concept. it is
not to be used 43 a contingency fund to pay DoD incremental costs
for varticipation in peacekeeping, nor would it fund any other
hon-peacekeeping activities, such as the 7Y 1994 GCI proposal
would have done.

Question: why should Congress srovide funds in anticlpation
of peacekeeping activities: doesn't this limit Congressional
oversi%ht and undermine Congressional prerequisites to approve use
of US forces in conflict?

insWer: The funds reguested by the Department of Defense
complement those requested by State Department for its
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contributions for international Peacekeeping activities (CIPA)Y
decount.  "hev are o oe uyseg to oay UN peacrueeping assessments
not <o pay ror U3 incrementai custs associated -ith the use of US
military forces in peace operations. cohgress has been
ppropriating funds for anticipated !N peacekeeplng'as;esments
for the last four decades. o cease 201ng so 4t this juncture
would be unfortunate in three respects. rirst, 1t wouid send a
Strong signal to the international commnity that the United
States is not committed to the UR'S role in peacekeeping .
operations. 3econd, it would renege on aur treaty obligation with
the United Nations. And, third, it wouid be wmpractical to come
to the Congress and est funds for each specilic operation.
This latter issue woulg prevent the United States trom responding
In a timely manner to UN requests and would undercut Presidential
Prerogatives in the conduct of foreign policy,

n an erfort to ensure appropriate Congressional oversight,
the Administracion is oroviding monthly briefings to Congressional
stalf cn UN peace operations.

Question: Why should DoD fund these activities, isn't this
the purview of the State Department?

inswer: i’'nder a new Administration proposal, ~ommonly )
refarred to as “shared responsibility,” both the Departmornts of
Defense and State would have a role and a responsibility for
managing and funding specific peace nperations. The State )
Department would retain primary overs:ght, management and funding
responsibility for the UN assessments associated with traditiona}l
peacekeeping operations undertaken pursuant to Chapter /1 of the
United Nations “harter in which US combat units are not
participating. DoD would assume oversifht management and N
assessment funding responsibility for ali f:ha.pter YII operations
(peace enforcemert) as well as those Chapter VI nperations that
involve the use of US combat mits. {n essence, the (WD aceount
or fund would complement the State Department account for oaying
UN peacekeeping assessments, wWhiie DoD funds have never been used
to pay UN assessments before, we believe that when the US has
combat units involved in a UN mission, or when the operation is
likely to involve combat, that the Department of Delense is better
abie Lo manage the interageancy process and should assume
responsibility for funding the assesswents associated with
these operations.

‘uestion: Isn't this just another mew non-traditional “ap
funding responsibility that will ultimateiy take resources Amay
from traditional DoD programs? :

Answer: No. Peace operations ~anducted unier “he wspires
of the United Nations are one %ol among many that wmay ®e used nn
2 case-by-case sasis, ‘o protect or advance US policies and
interests, two principal [unctions of the deparcment of lefonsa.
Moreover. our .ong-term gefense planning has :nvoived anc:oitated
expenditures to supbport peace Yperalions as integral part )1 our
overall idetense effort.

CIVILIAN PERSONNEL

QUESTION: Secretary Perry, the Department's budget proposes
reductions 10 civilian personnel levels at rates much greater than normal
atirition. As a result. how many employees do you expect will receive
scparation incentive bonuses or early retirement packages or, simply. be laid-
off?

ANSWER: Civilian personnel reductions with the Depariment begin
with nonnal atirition. This would account for employees who leave the
Departiment voluntarily (o seek other employment. stay at honx: with children,
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or pursue other interests. We estimatce that 1.5 to 2 percent of our workforce is
lost 10 normal attrition, which equates (o approximatety 13,500 to £8,000 per
vear.

The Departinent aggressively uses separation incentives o avoid
involuntarily separating employces. These incentives—when used for
resignation. early retirement. and optional retirement--are expected to aid in
reducing our overal) employment totais by 14.000 10 20,000 per year.

Finally, because of a number of force structure and fiscal factors. we
will nced to use reduction in force rules to separaic involuntarily approximaiely
4.500 to 9.000 employees per year.

QUESTION: How much has the Department budgeted for the
separation incentives programs? Wil this be sufficient to cover all separation
cosis?!

ANSWER: Betwcen now and September 30, 1999, the voluntary
separation incentive program is expected 10 cost between $350 million and
S500 midlion. This figure is based on DolY's current legislative authority for
incentives. Since the cost of incentives is less, in the long run, than involuntary
separations, there is not a funding issue within the Departinent.

QUESTION: Are separation incentive packages offered o every
civilian employee of the Department. or are the incentive packages targeted to
ceriain groups? ’

ANSWER: In all cases. our incentive offers are targeted by occupation,
grade. or activity to avoid specific reductions in force or to create vacancies into
which we can place emiployees who would otherwise be separated.

The experience of the Postal Service and other private sector employers
indicates that blanket buyout offers often resull in the loss of mission-critical
employvees or of employees with skills that are difficult to replace. Therefore,
we have and will continue to target incentives.

QUESTION: Would you provide the Commitice with estimates of the
numbers of personnct anticipated for RIF at repair and maintenance facilities?

ANSWER: The current RIF separation rate at repair and maintenance
facilitics is estimated to be 2,000 to 4.000 per year,

THE $20 BILLION SHORTFALL

Mr. Secretarg. the DoD Comptroller recently cited a cumulative
fiscal {ear 1995-1999 shortfall of $20 billion between the DoD
Future Years Defense Program and the President's budget proposal.
The baseline for this comparison was the Bottom-Up Review (BUR).
Th: difference was attributed to a higher than projected inflation
rate.

Questjon, How do you propose to resolve this difference?

Answer. Options to deal with this matter will be considered later
this year during development of the FY 1996-2001 FYDP. At that
time updated inflation projections will be available, and so the
shortfall could be greater or smaller than now. Obviously the two
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types of options for resolving any shortfall are to raise the
defense topline or reduce defense programs. But let me again
emphasize that the President and the Department of Defense remain
firm in their commitment to the Bottom-Up Review and the need to
properly finance it.

Question. How and when do you plan to re-validate or adjust the
BUR, in view of the very fluid world situation, our changing
security obligations, and lessons learned?

Ansuer. The BUR has been completed and will not be ad jsuted as
such, although we are doing several follow-on studjes, such the
Nuclear Posture Review. However, all defense pians--whether
affected by the BUR or not-«will be validated as we prepare the
FY 1996-2001 FYDP this year.

Question. How heavily does the FYDP rely on efficiency
improvements such as acguisition reform; and do you think that
these changes can be implemented in time to realize significant
savings befere FY 19997

. Answer. The FYDP does not rely on efficiency savings that have
yet to be thoroughly documented. That includes aequisition
reform, since how far our reforms can go will depend on what
changes Congress approves. Rapid Congressional approval is
essential because, yes, we do believe that major changes can and
must be implemented in time to reap substantlal savings before
FY 1999. Those savings are needed to help support increased
procurement funding in the latter years of this decade.

Question. Can we expect further DoD budget cuts beyond those
which have already been identified?

Answer. 1 do not expect to recommend further cuts in overall
defense spending for the FY 1995-99 FYDP years. But we certainly
would be ready to cut specific programs in which unexpected
problems or savings developed.

IFaS SEGITMAL IEZNTZR IN HawAll

Juestion: Jecretary Perry, the Defense Finance and Accounting
Service (DFAS) i consolidating many small offices around the
country into several large regional centers, These centers will
orovide many jobs and will e highly coveted by ail states. [ am
coneerned that all states be arlordes squal ~onsideration to host
these regional centers. itecognizing %hat advances in
telecommunications technology nave essentiaily equalized all
3tates is poSsibie iocations for these centers, s it your
intention that all S0 states =~ill pe vonsidered equally in the
process for choosing these rogional renters?

Answer: 4s you indicated Mr. Chairman, telecomrunications
technology has basically altered -ani geographic restrictions
which possibly would be considered when #stablishing the criteria
for the DFAS Tuture consolidated sites. ‘“he criteria included
cost to the government. maintaining customer service, use of Dol
€1cess assets made redundant by the end of the Cold War and a good
labor supply. They were Jesigned to ensure “he process was rair
and equitable and that candidates were not inhibited by geographic
considerations.
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Question: Would you tell us the timeframe in which the
Denartmsnt expects to determine the locations for the regional
centers?

nswer: “he Detense Finanece and Aceounting Jervice i3
currently evatuating potential site !ncations to oresent *u the
JoD Comptroller and che Zecretary for a 3Jecisinn, Jue "6 “he
iarge number Af sites under consideration and the extansive
inaiysis required, it hYas taken longer than OFlglniil{ <xpected.
We 40 expect an announcement in the near term and will ensure
timely notification to Congress.

Juestion: Wouid you comment on the criteria that will e the
Dasis ror the decision on where the regional :enters will be
1ocated?

‘naWer: 3 graviously mentioned <he triteria included o-st
“0 the government, Taintaining customer service, use of Dol excess
Assefs made redundant by the end of the Cold War and a good abor
supply.

ENVIRONMENTAL COMPLIANCE SPENDING IN DOD BUDGET

QUESTION: Mr. Secretary, recent changes to
federal environmental laws make it possible for state
and local governments to fine the federal government
for violation of environmental regulations. Does the
potential for fines and penalties increase the need for
an OSD role in prioritizing environmental compliance
spending across the DoD budget?

ANSWER: No. DoD policy already calls for full
and sustained compliance. The Services currently
program to correct deficiencies and ensure compliance.
We expect improved self audits will detect and correct
future deficiencies before they become violations and
fines and penalties are assessed.

POTENTIAL FINES AND PENALTIES

QUESTION: How is DoD addressing the potential for
an increase in the amount of fines and penalties
assessed by state and local governments for
environmental cleanup and compliance violations?

ANSWER: We plan to ensure compliance and avoid
these fines and penalties. We're also emphasizing
proper envircnmental stewardship in a number of ways.
These include improved training, better communication
with regulators, and changing the way we operate.

To minimize compliance problems, we've developed a
self-auditing program to detect and correct problems
before they hecome violations. We're sharing lessons
learned and making sure we keep our commitment to
environmental security. We now work with regulators
and environmental groups to help formulate solutions to
preblems and avoid noncompliance.
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WILL DOD PROGRAM COSTS RISE?

QUESTION: Do you expect DoD environmental program
costs to rise as a result of the expanded regulatory
authority of state ad local governments?

ANSWER: Not significantly. There may be
additional costs associated with reimbursing states for
some administrative costs. It's difficult to estimate
since many state programs are still under development.

Superfund and Clean Water Act Reauthorization

QUESTION: What steps are being taken by DoD to
assure that the Pentagon's experiences and ideas are
considered, especially with regard to expediting the
cleanup process in the pending Superfund and Clean
Water Act reauthorization?

ANSWER: The Department is involved at all levels
in the development of the Administration's effort to
reauthorize Superfund. For over a year, we have
‘participated at the staff level on an interagency task
force that not only proposed changes specifically
affecting Federal facility cleanups, but also addressed
the much broader issues related to the entire cleanup
process. Shortly after we got involved at the staff
level, the Administration created an Interagency Policy
Committee chaired by EPA Policy's Director, Katie
McGinty, to address the broader Superfund issues at the
senior level. DoD's representative in this ongoing
effort is the Deputy Under Secretary of Defense
(Environmental Security}, Ms. Sherri Goodman. The
Administration's Superfund reform proposes to
incorporate future land use and cost-effectiveness in
the determinatjon of remedies, national cleanup
standards to insure consistency nationwide, generic
remedies or "off-the-shelf” remedies for specific
classes of remedies occurring frequently at
installations, narrow application of the requirement
for permanence and treatment, elimination of relevant
and appropriate state and federal regulations, and
several DoD specific provisions. The DoD specific
provisions include the requirement for clean parcel
determinations where hazardous wastes were only stored,
and the ability to enter into contracts for the sale of
closing base lands prior to the completion of the
remedial action.

Since June 1993, the Department has been involved
with EPA's interagency Task Force on the development of
an Administration position for the CAW reauthorization.
During his process, DoD and other Federal agencies
brought issues and concerns to EPA regarding the
reavthorization. Ms. Sherri Goodman met with the White
House staff and heads of other Federal agencies to
resolve differences and concerns. The President's
Clean Warer initiative was released February 1, 1994,
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We are working closely with the EPA Task Force and the
Office of Management and Budget to track and comment on
current proposed legislation.

Base Closures

QUESTION: Secretary Perry, in the recent past,
you have raised concerns about the increased costs
associated with Department base closure proceedings.
Moreover, the Committee notes a significant increase in
funding is proposed for the Base Closure Account in
1995. Does the budget anticipate and reflect any
savings from base closures? 1If not, why not?

ANSWER: The Department's Fiscal Year 1995 budget
request for the two Base Closure Accounts reflects a
net $1.3 billion in savings to be realized as we
implement the approved closures and realignments.
After these actions are complete, the Department
expects to realize annual savings of $4.6 billion.

QUESTION: What are the factors driving up base
closure costs?

ANSWER: Two of the major causes of increased base
closure costs are environmental cleanup and the failure
to realize revenues from anticipated land sales.

QUESTION: Can we expect even more increases in
the future?

ANSWER: For announced realignment and closure
actions, environmental costs should not rise as
dramatically as they have in the pat. We're completing
the studies that identify the extend and type of
contamination we need to clean up. As the limits of
our responsibilities are established, the lcost
estimates should not increase, . other than to reflect
inflation and the cot to accelerate cleanup to return
property to the local community. Alsc, the President's
Five-Part Program to spesd economic recovery at
communities where military bases are scheduled to close
could increase base closure costs as communities take
sdvantage of the Program's provisions relating to the
transfer of real and personal property.

QUESTION: What effects will increasing base
closure costs have on future operatiocns budgets?

ANSWER: To the extend that Base Closure Account
funds are not available, other appropriations such as
the Operations and Maintenance accounts would have to
be used to continue implementation of the closure and
realignment schedules.

QUESTION: Will this reality serve as a
disincentive to close bases in the future?
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ANSWER: Funding shortfalls in the Base Closure
Accounts make it difficult to meet the statutorily

‘mandated closure and realignment schedules, and force

us to divert funds from appropriations that, in some
Cases, support readiness. We cannot, however, continue
to keep open and maintain installations that the
Department no longer needs.

. RESIDUAL VALUE

QUESTION: Secretary Perry, as the Department
draws down troop levels in Europe, facilities are being
returned to host nations. What initiatives are planned
to spur our European allies to make residual value
payments for facilities returned to host nations?

ANSWER: The Commander in Chief, U.S. European
Cemmand, established a residual value negotiation
Strategy committee, which includes representatives of
our Eurcopean Embassies, to aggressively approach the
issue of residual value compensation. My Deputy
Secretary apprised the Chairmen of the Senate and House
Armed Services Committees, the Senate and House -
Appropriations Subcommittees on Defense, and the Senate
and House Appropriations Subcommittees on Military
Construction, on June 2, 1994, of an. approach to the
Government of Germany. The negotiations are extremely
sensitive and can not be discussed in an open forum
until concluded.

I encourage support from members of Congress for
residual value compensation should they be afforded the
opportunity to meet with Parliamentarians from the host
nations,.

QUESTION: Secretary Perry, as the Department
draws down troop levels in Europe, facilities are being
returned to host nations. We understand that our allies
are going through tough economic time and that coming
up with the estimated $1.7 billion in residual value is
not something they can accomplish all at once, What do
you believe would be a reasonable time period for these
payments to be made?

ANSWER: Although the Department has announced the
return or realignment of 895 overseas sites, many of
these sites are in countries where the stationing
agreements do not ohligate the host government to
compensate the U.S. for U.5. funded investments at the
sites being vacated. Examples are the Philippines,
Spain, Japan and the United Kingdom (except in very
limited circumstances). Other countries, such as
Turkey, Greece, and Portugal, are aid recipients and
are not expected to provide monetary compensation. The
largest numbers of facilities were constructed in
Germany where the Status of Forces Agreement provides
for compensation for U.S. funded improvements at
vacated sites. The Government of Germany has agreed to



provide some $197 million in payment-in-kind
compensation in the form of needed military
construction and major repair work to support U.S.
forces that will remain in Germany after 1996. The
Department is currently pressing for additional in-kind
aqreements in order to maximize compensation and
provide essential support. When appropriate and
possible, the Department continues to attempt to
negotiate a monetary settlement for facilities returned
to host nations. ' Given the magnitude of the facilities
heing returned and current economic climate,
negotiations could stretch out over the next five to
ten years or longer.

QUESTIUN: WYould you also comment on why the Army has failed to
aceount Lor any residual value cash paymwettl offsets in its Jown
Ludget requesc?

AISKER: The Army has falled to account for any resldual value
offsets In the flscal year 1995 budget for two reasons: (1) Army's
fiscal vear 95 budget has already been reduced $118 million in
anticipation of unfulfilled Residual Value proceeds; and (2) the
German government has already told the Army the only paywment it wilt
make Lo the Unlted States Government fn fiscal year 95 s €23
millfon for Payment-In-Kimdl Nilitary Construction projects apalnst
{uture residual value settlements.

Defense Industry Consolidations

QUESTION: Mr. Secretary, as our defense
industries are downsizing, several corporations have
chosen to sell portions of their companies to other
defense firms. What steps are you taking to preclude
menopolies in certain defense areas?

ANSWER: Consolidation of the defense industry in
response to real and anticipated budget reductions has
begun. As industry "rightsizes" there will be fewer
competitors and less competition. To ensure the
Department gets best value for its procurement dollar,
we need to effectively structure sole source
procurement propcsals and contracts that ensure risks
are understood and fairly distributed between industry
and Government. DoD has extensive experience dealing
with sole source sjituations. We use a comprehensive
costs and pricing process to get fair and reasonable
prices, even when competition is absent.

QUESTION: Dr. Perry, will the Defense Department
reap the savings which will accrue from these
consolidations, through lower overhead and other
efficiencies, or is this to be passed on as corporate
profits?

ANSWER: Generally, the savings resulting from
consolidations will be passed on to the Defense
Department through lower contract prices. However, a
¢ontractor would be entitled to keep savings on
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existing firm fixed Price contracts, and the prices of
hew contracts awarded competitively may be determined
more by market forces than by projected costs.

QUESTION: Dr, Perry, if a company acquires
ancther entity which is currently a subcontractor to
it, will the government pay the profit to the company
on both the basic contract and on the subcontract?

ANSWER: The Government will honor the terms of
existing contracts and existing subcontracts when there
is a change in ownership, including terms on profits.

QUESTION: What is the impact of the purchase of
GD-Fort Worth by Lockheed on the settlement of the A-12
Case? When is this issue expected to be resclved?

ANSWER: Lockheed's purchase of GD-Fort Worth has
Do impact on the A-12 case because GD retained any
liability associated with resolution of the A-12
litigation. That litigation is ongoing: it would be
Purely speculative to identify a date for its ultimate
resclution,

C~17 Settlement

QUESTION: Can you tell the subcommittee what your
views are on the settlement with McDonnell Douglas
regarding the C-17 program?

How and when will this settlement be financed?

ANSWER: I participated in the development of the
settlement and fully suppert it, The settlement will
be financed from the following two sources: (1) $79.7
million frem funds reprogrammed from previously
appropriated airlift funds which are no longer required
(te be submitted to the congressional defense
committees as part of a Dobd oEnibus reprogramming
request in the next several months); and {2) $268.3
million from requested FY 1995 Appropriations for the
C-17 program.

DEFENSE CONVERSION - HOW LONG AND HOW MUCH

Quest.ion: Secretary Perry, the defense industry has, since
the mid-to-late 1980's, gone through a wave of consolidation and
downstzing. Can you tell us when the process of conversion and
downsizing the defense industrial base will be complete, when will
we be abie to stop fpending Jdefense resources on conversion?

Answer: Mergers and reall?nlents in the dJefense industry are
an inevitable rasult »f downaiz ng. It is my understanding that
Ieading defense industr analysts belicve that the process oy
consoiidation is ontv about haif compiete. We can expect the
downsizing and conversion of sefense industry to continue as long
as Defense procurement 3pending continues to decline,
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Defense Conversion

QUESTION: Dr. Perry, we repeatedly hear from many
businesses, especially large defense firms, that the
technology reinvestment program does not meet their
needs. Do you plan to make adjustments in the TRP
program t¢ respond to their concerns?

ANSWER: The Technology Reinvestment Program {TRP)
has been designed to satisfy two objectives. The first
goal is to preserve the technological superiority that
has characterized the U.S. defense strategy over many
decades and has resulted in the creation and fielding
of increasingly effective weaponry. The second
objective is unique to TRP: to identify and develop
those technologies that are both critical te defense
and appealing to the commercial market. The underlying
assumption of the second goal is that by paying
particular attention to commercially viable "dual-use"
technologies, DeD will gain continued access to them at
affordable prices,

The needs of large defense firms were not the
driving factors in the creation of the TRP. 1In
actuality, it is apparent that small and medium sized
firms were the focus of the Congress in some of the TRP
statutes. It is also important to note that the TRP is
not need based but opportunity based. Thus any changes
made toc the TRP will be instituted to enhance the value
of these opportunities, in keeping with the expressed
goals of the program,

QUESTION: Secretary Perry, given industry concern
about the direction of the TRP, why is the Pentagon
considering a reprogramming to increase this account at
the expense of other DoD programs?

ANSWER: The response to the FY 1993 TRP
solicitation was very favorable and the number of
deserving proposals far exceeded the FY 1993 funding
available. As a result, a portion of the FY 1994
funding has been allocated to fund many of these
proposals. The Department has also identified target
research areas that were inadequately addressed tin the
first solicitation and intends to conduct a focused
competition using the FY 1994 funds. Finally, a second
general solicitation is planned to continue and expand
the TRP process. Since accomplishment of all these
goals cannot be adequately accommodated within the $474
million appropriated for the FY 1994 program, the
Department plans to submit a reprogramming to increase
the TRP by $150 million, producing a $624 milljion FY
1994 program. In recognition of the success of the TRP
and the associated technological oppeortunities, the FY
1995 President's Budget includes $625 million for the
TRP.
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Question: Secretary Perry, we understand that the
Department may prcpose a new policy to allew the sale of excess
high technology weaponry to our allies. Would you comment on
the policy proposal being conzidered?

-- The defense industry has objected to similar sales of
older inventory in the past. How will the contemplated plan to
sell used high technology weaponry impact the defense industry?

=~ Considering that friendships and alliances change over
time, what assurances do we have that this policy will not lead
€0 cutcomes deirimental to U.S. interests?

Angwer: The *new policy" you refer to is the possible
Foreign Military Sale (FMS) of F-16A/B fighter aircraft
scheduled to be retired from the inventory of the United States
Air Force. The policy is not new, the United States Government
has sold icems from its inventory to our allies and friends on
many occasions when such sales are in our national security and
foreign policy interests. Such sales are made in accordance
with the provisions., including those for Congressional
notification where appropriste, of the Arms Export Control Act
(AECA) and other relevant legislation. What is new in the
current discussions is the number of high technelogy items
which are retiring from inventory due to the drawdown in Dob
force levels and the potential benefit which can result from
required upgrades and overhsuls of these items by the U.S.
defense industry.

The other aspect of the program that has received
considerable press attention is the potential for proceeds of
these sales to be used by the Dob to purchase new sguipment.
Current law allows DoD to use the proceeds from sales of items
from stock to purchase replacement items. Reports of the *new
policy” yefer to the possibility of using receipts from the
sale of F-16A/B aircraft to buy more modern F-16C/D aircraft.
While new legislation would not be required to suthorize use of
these receipts for replacements with like items, any such use
would be notified to Congress as a reprogramming action.

Should any use of receipts other than replacements be
considered, we would ask Congress to pass the necessary
legisistion. Carafully considered sales from inventory which
meet the required national security tests, however, would
assist the DcD to enter the next century with a more modern
force structure #t lower cost to the U.5. taxpayer.

The contemplated plan to sell used high technology
weaponry will not adversely impact on the U,S. defense
industrial base. Sales would be made to countries which would
not be able to afford new equipment and acguisition of
squipment would be conditioned on the purchass of
refurbishment /upgrade goods and services from U.S. industry.
Proceads from these sales would then be used by the U.5. to
purchase more modern equipment from industry (pur that
would not otherwise occur) thereby helping to preserve the
defense industrial base.

Discussions about foreign sales of these retiring items
does not imply any lessening of the U.S. Government's concern
about arms proliferation or other outcomes detrimental to U.S.
interests. As with all M™™S transfers, such sales will be
subject to extensive interagency review by DoD, State and
Commerce to consider a range of factors from foreign policy and
weapons proliferation concerns to U.S. defense industrial base
impact.
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Depot Maintenance

QUESTION: Secretary Perry, the military draw down
has resulted in considerable excess capacity in our
public/private depot maintenance industrial base. Some
argue that full and open competition between public and
private depots is the best method to eliminate excess
capability and preserve an effective core maintenance
capability. Others argue that we should privatize our
military facilities. Which method do you endorse for
"rightsizing" our depot maintenance industrial base?

ANSWER: The government in principle needs only to
maintain enough organic depot capacity to support
likely wartime needs. The National Defense
Authorization Act for Fiscal Year 1994, directed Dob to
establish a Government-Industry Task Force to assess
the overall performance and management of DoD depot-
level acrivities. The Task Force, operating under the
auspices of the Defense Science Board, is making good
progress, and will report its findings by April 1,
1994, One of the anticipated outcomes of the
Government -Industry Task Force is that the Department's
competition policy will be refined. Due to the
downsizing of DoD activities, excess capacity exists in
both the public and private sectors. Reducing DoD's
unneeded infrastructure through base closures and
realignment is a top Defense priority. Hence, our
efforts to preserve readiness while eliminating
unnecessary infrastructure is fundamental during the
BRAC 35 process. Our decisions should, in a balanced
way, consider the proper mix of industry and government
maintenance responsibilities that will be best for the
natien, in terms of readiness, responsiveness, and
costs,

QUESTION: This Committee has supported the Dob
depot maintenance public/private competition program.
Will you comment on the successes and or failures of
this program.

ANSWER: The Department has, for the past several
years, conducted a competition program where the DoD
maintenance depots compete against one ancther, as well
as against private sector entities. Competition is a
valuable approach to increase efficiencies by changing
and improving business practices. The current
competition regulatory requirements make competition of
depot workloads a lengthy and costly process. Every
consideration is being given to the competition of
workloads from the closing depots where appropriate.
However, one of the anticipated outcomes of the
Government-Industry Task Force is that the Department's
competition policy will be refined.

QUESTION: Some officials from both industry and
DoD argue that we can never achieve level playing field



for competing depot maintenance workload. Do you
agree?

ARSWER: There has been much attention on the
subject of level playing field for competing depot
maintenance workicads. Despite good faith efforts on
the part of the Department, the establishment of a
level playing field for public/private competition is a
difficult undertaking. There are inherent differences
between Government and private industry. We are
striving to improve our ability to compare the two
sectors in head to head competitions. We have
published the Cost Comparability Handbook incorporating
industry comments, in an effort to institutionalize the
treatment of various costs for competition purposes.
However, the existing DoD cost accounting systems do
not yet provide all the information desired. Moreover,
there are those in industry that feel that the
differences in accounting systems and structure used by
the twe sectors make cost comparability an elusive
goal.

QUESTION: To date, thousands of DoD maintenance
workers have been let go. Are these workers being
absorbed into other industries? What will become of
the facilities and equipment that. are being left behind
at closed depots?

ANSWER: The experience of communities affected by
earlier base closing clearly indicates that successful
adjustments are possible. The Department of Defense is
committed to helping affected communities through the
transition process.

DoD has a number of excellent programs to mitigate
the adverse affects of base closures and realignments
on personnel and communities. The Priority Placement
Program (PPP) is the primary method by which civilian
employees are afforded the opportunity for placement
assistance in other DoD positions and locations. The
General Accounting Office has reviewed the FPP and
reported that several million dollars are saved each
year in severance pay and unemployment compensation
avoidance. Additionally, there are substantial savings
in retaining skilled people within DoD. Also, DoD has
a Defense Outplacement Referral System (DORS} and a
Transition Bulletin Board (TBB} to help defense
personnel who are actively seeking private sector
employment. Once an employee leaves the federal
workforce our visibility ends. However, DoD encourages
all effected employees to use these programs to aid
them in their job transition.

A local reuse committee is typically chartered to
develop reuse plans for the facilities, with the
objective to replace Federal jobs with new private
sector jobs. This is in keeping with President
Clinton's five-part plan for revitalizing base closure
communities. Most of the major bases scheduled for




172

closure have a large number of facilities that can be
used for a variety of activities, The locai reuse
committee is to determine what is the best solution for
its particular situation, Property can he rransferred
to the community or State of local government agency,
sold, or leased on an interim basis. In all cases, the
goal is to assist the community in their transitien
process.

BALLISTIC MISSILE DEFENSE 13BUES

QUESTION: Mr. Secretary, in recent testimony, you indicated
that development of a theater missile defense system would be
sufficient to provide a technical foundation for development of a
national missile defense (NMD) system. You also said that you
place very little emphasis on NMD. Given these considerations, how
is the expenditure of $587 million in FY 1995 on national mimsile
defense technology justified? .

ANSWER: It appears that the testimony referred to in the
question is that given at my February 2, 1994 confirmation hearing.
A more complete summary of that testimony is that, I identified a
need to maintain technology development which will allow us to
bring the National Missile Defense (NMD) System into operation at
such time in the future as it is needed. We want to keep a close
relationship betwsen the WMD program and Theater Missile Defense
(TMD) technologies that we are developing for deployment in order
to capitalize on relevant investments. The emphasis we place on
NMD is threat related and, therefore, less than the emphasis we are
giving currently to¢ TMD development and deployment. However, to
respond quickly to a potentially emergent threat to U.S. territory,
we are alsc developing increasingly capable options to deploy an
NMD system.

The Technoclogy Readiness Program builds on past BMDO
investmants as well as leveraging off of TMD Programs. The direct
investment of approximately $600 million per year is a prudent
investment which provides this countzy with a hedge against future,
potentially catastrophic uncertainty.

Currently, there is no deployed capability to defend the
United States against missile attacks. Additionally, today’'s
developed capabilities, if deployed, would provide only a marginal
capability against even the simplest threats. The urgent need,
today, is increased capability. The $587 million in FY 1985
initiates the NMD Technology Readiness Program with the emphasis an
improving RMD slsmants tc create a qa\r term deployment option
which will provide good coverage against many existing missiles
that could be used as threats against the U.S. The program
provides a substantial effort tc develop an exo-atmospheric
interceptor kill vehicle, the specific technology to convert a THMD
Ground Based Radar (GBR) into an NMD GBR, and since the NMD BMC3 is
functionally similar to the TMD BMC3, an opportunity to evolve the
THD Battery-level Battle Kanagement system for strategic defense.
Additionally, a contingency planning effort will develop deployment
plans to be utilized if the need arises, and work will continue on
the Brilliant Eyes space and missile tracking system in support of
developing an objective capability in the next decade that could be
used to provide excellent coverage against existing threats.



QUESTION: Mr. Secretary, given the potential Anti-Ballistic
Missile Treaty problems with theater defense systems such as THAAD,
is it appropriate to accelerate the pace of THAAD development prior
to reaching agresment with the Russians on ABM Treaty limitations?

ANSWER: The current accelerated development strategy should
be maintained. The THAAD program schedule and acquisition strategy
responds to the tactical missile threat, which continues to
proliferate, with many nations developing longer range,
increasingly accurste delivery systems. We presently have no
defense against most of these systems. In addition, several of
these nations are actively pursuing the development of nuclear and
chenical weapons, at a time when diplomatic tensions with these
same nations are increasing. The factors which led to the desire
for a prototype THAAD system that could be deployed in the svent of
a national emergency are more svident today than ever before.

With this in mind, negotiations are proceeding well in Geneva
toward the goal of a rapid resolution of the issue of demarcatien
batween strategic and non-strategic missile defense. Delaying the
present development strategy would create unacceptabie monetary and
system development costs.

Finally, the THAARD to be tested in FY 1995 will have no

. capability against strategic ballistic missiles and will not be
tested in the ABM mode. The DEM/VAL prototype system, to begin
testing late this year, is not capable of enhgyaging strategic
nissile threats.

QUESTION: Dr. Perry, the Executive Branch is hegotiating with
Russia on ravised understandings of ABM Treaty restrictions which
were recognized by the Senate in ratifying the treaty. <an you
outline current plans to consult with the Senate on revisions to
ABM Treaty issues? :

ANSWER: I welcome the keen interest in both Houses of
congress regarding the important ABM Treaty discussions with the
Russians and other FSU states relative to stratagic-non-strategic
demarcation and successorship to the Soviet Union under the ABM
Treaty. We are fully sware of the lagitimate congressional rights
and role pertaining te this endeavor. We realize that if the
United States is to have a united front in negotiations, it is
important that the Congress understand and concur in Executive
decisions and negotiating strategy. Let me assure you that the
Senate‘s rightful role in this process will be respected and
cohsultations will be detailed and frequent. Additionally, we will
continue to keep House menmbers informed of the policy decisions of
the Administration and the progress of the talks. We will not
bypass Congress in this inportant national security matter. We
will scrupulously follow the direction we have received from
President Clinton that we consult closely with the Congress before
any decision is taken as to demarcaticn and successorship.

In summary, let me say that it is important that we field a
capable thesater defense system within the framework of a strong ABM
Treaty. With the cooperation and assistance of the Congress of the
United States as we approach these discussions I am confident that
we canh do so.

Defense Airborne Reconnaissance Cffice (DARO)

QUESTION: Secretary Perry, the Department
recently created the Defense Airborne Reconnaissance
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Office (DARO) to oversee all airborne reconnaissance
activities. Since this office will manage current
airborne systems such as the U-2 and EP-3, as well as
associated ground stations, sensors and data links, why
is this office under the jurisdiction of the Under
Secretary for Acquisition?

ANSWER: The DARC is an acquisition oversight
organization, responsible for oversight of upgrades and
modifications for the systems such as those identified.
The DARO is responsible for a balanced investment
atrategy across all joint and Defense-wide airborne
reconnaissance programs for upgrades and modernization.
Key management decisions are coordinated with the
office of the Assistant Secretary of Defense for
Command, Control, Communications and Intelligence. The
DARO is a member of the Military Intelligence Board.
The deputy in the DARO is from the office of ASD(C3I}.

QUESTION: What management structure has been
established to ensure that this office is successful in
developing future systems when other such program
offices have been unsuccessful?

ANSWER: The DARO has a full-time flag officer and
small staff devoted to managing all airborne
reconnaissance systems. The DARO performs resource and
programmatic oversight for DoD airborne reconnaissance
systems to ensure compliance with policy, architecture
and standards. This new authority is now consistent
with the responsibility of this new office.

QUESTION: 1s the DARO working with the
intelligence community to ensure that national
requirements are met with regard to development of new
platforms as well as operation of the U-2 and other
platforms being used today?

ANSWER: Yes, The DARC works closely with
national community organizations and routinely shares
reports, data, analyses and initiatives. The key
challenge for the DARO over the next several years will
be to field a reconnaissance force mix that is
affordable and supports the warfighter.

QUESTIONS SUBMITTED BY SENATOR ROBERT C. BYRD

MILITARY JNE

Question: 3ecretary Perry, over the last several vears, the
Con%ress has anacted and the President has sié¢ned appropriations
bills providing significant funding rer ailitary construction
projects in dest Virginia. ! am advised that £9 of these projects
are .0 zarious stages o 108130 and 2ONStrucs oL, 4hat can o0
done o acceierate these pro jects?
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Answer: | have attached a list of 29 projects that are
curf‘antl¥ in_var:pus stages of design or construction. The C-130
a

Support

cilities Project at Martinsburg ANCB was canceled as a

resuit of IRAC 93. The remaining B are un schedule ind, with %he
exception of the Land Acquisition at Camp Dawson ARNG,
acceieration would be cost prohibitive or impractical. The Land
Acguisition project will be accompiished after the Environmental
Assessment in March 1994,

The Navy presently has two military construction projects

under
P04l

design or construction:
- Alternative rations Center, Naval Observatory

Detachment. Green Bank, West Virginia. 3tatus: Scope has now

been clarified with the National Science foundation, and the

project is currently under final aesigg. Award of a econstruction
pt

contract is anticipated by August or

scope
H-088

2 emper '994: with {inal
determined, no acceleration required.

- Family Housing, Naval Radio 3tation, Sugar frove, West

Jirginia. 3Status: cConstruction contract :s W44 omplets, 4:th

all™3

housing units compieted and accepted, and "'na. andscaping

and roac «ork pending good weather.

Resgerve Component
Status WV Projects

The following projects ar» under construction and arceleration

would be cost prohibitive:
Fiscal
YUar Componenl Location : Project
1992 ANG Martinsburg Eastern WY | Fire Station
Regional airport
1992 ANG Hartinsburg Faatern WV | vehicle Maintenance
Regional Airport Compiex
1993 USAR Beckley AFRC/0Orgq
Haintenance Shop
1993 USAR Flkinr Army Remerve
Center /OMS
1991 LSAR Morgantown . Army Resorve
Center/OMS
1992 USAR Rainelle Army Reaerve
Center/0OMS

The following projects have completed designs and are in the

procurement process: therefore. acceleration is not practical:

Fiscal
year Component. Location Project
1994 ANG Martinsburg Fasztern WV Aerial Port
Regional Airport Training Facility
Additien
1994 ANG - | Charleston, Yeager tUnderground Fuel
Alrpore ftoraqe Storaye
lanks
1991 ARNG Parkersburg OMS
1992 ARNG lluntington Armory. AFRC
1993 ARNG Clarksburq/Bridgecport Hangar
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The following projects aro under desion and accelsration womld

risquire renegotiation of AF contracrts., and would result

dosign costs:

in prohibitive

Fiseal
year Component. Location Project

1a0} ARNG Charjeston Armory

10a] ABNG Kingswood OMS

1991 ARNG Camp Dawson Training Facilities
{Phase 1V}

Lan] USAK Charleston Army Reserve
center /OMS

roaz USAR Hunt ington AFRU/UTq
Maintenance Shop

149903 HSAK Blucfierld AFRC/Crq
Maintenance Shop

19493 USAR Clarksburg Area Support
Maintenance
AcLivity

19¢3 USAR Clarksbura Army Reserve
(enter/OMS

14493 USAR Grantsville Army Rese)ve
Center /OMS

1993 USAR Jane Lew Army Reserve Center

taa USAR K ingwood Army Reserve Center

1993 USAR lewisbura Army Reserve Center

1993 "SAR Wheeling Army Reserve
Center/OMS/AMSA

1993 USAR Wierten Army Reserve
Center /OMS

Ihe following project will e acetomplished upon completion of the
Furironmental Assessment to be completed in March 1994. Acceleration
of the land acquisition may be possible.
Fiscal
et Component location Project
19580 ARNG Camp Dawson T.and Acquisition

The following project has been cancelled as a result of BRAC

1993:
Fiscal
vear Component Location Project
H R I'SNR Martinshura ANGE C-130 Support
Facilities
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QUESTION SUBMITTED BY SENATOR JIM SASSER

B-2 Bomber Program

QUESTION: Dr. Perry, I want to follow-up
regarding the B-2 program. Under the current budget
request the Air Force plans to buy a total of 20 B-2s
at =2 cost of $44.4 billion in current dollars. The Air
Force maintains that $44.4 billion will, in fact, buy
20 functional B-2s. Can You stand by that figure?

Can you assure the Committee that $44.4 billion will
complete the buy?

ANSWER: The FY94 legislation capped the B-2
program at 20 operational aircraft, and $28.968 billien
in base year FY 81 dollars, We are currently executing
the program within the cap, and it is our full
intention to remain within the cap for the baseline
program.

FY94 congressional action to withhold organic
depot funds from the Air Force will cause an increase
in Interim Contractor Support (ICS) costs for the B=2
costs which are normally covered under the capped
funds., While this has not caused us to break the cap,
it does add to pressures against the cap. I would ask
the Congress to keep in mind the potential impacts that
future legislation on the B-2 program may have on our
ability to execute the Program within the cap.

QUESTIONS SUBMITTED BY SENATOR DENNIS DECONCINI

OPERATION AND MAINTENANCE - NON-TRADITIONAL ITEMS

Question: The OM budget as proposed increases b 5.6% over
last year. How much of the D&K budggg. however, goesyror
"peacekeeplng," Nunn-Lugar, and other non-traditional defense
spending? Do you expect to request a peacekeeping supplemental
hext year (as we had this year), or have you ineluded sufficient
funds for this in the budget?

Angver: The attached detail 1jists non-military actjvities
that are contained in the FY 1994 column of the currenh1¥
requested Operation and Maintenance hppropriations. FY 1994 is
shown to display not only items initiated by the Department, but
items that were specifically added by Congress. The tota) of non-
military items in O&M appropriations is $§.7T3.6 millien, Ne
funding is included in the budget for DoD's incremental costs of
potential peacekeeplng operations. U.S, troops will no longer be
involved in Somalia, and while there has been lengthy discussion
regarding U.S. trcops In the former Yugoslavia, no commitment has
been made. To the extent that U.S. troops are involved in
s:aeekeeping operations, a FY 1995 supplemental will be required,

ile the FY 1995 budget does include 3300.0 million for payment
of U.N. geacekeepinﬁoasaessments. none of these funds will used
to directly offset DoD incremental costs.
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NON-MILITARY ACTIVITIES

This includes activities which are gutside of the current
national military strategy of Strategic Deterrence and Defense,
Forward presence, Crisis Response, and Reconstitution. HNon-
Military Activities includes Humanitarian Assistance, Disaster
Relief, Former Soviet Union Threat Reduction, and Drug
Interdiction and Counterdrug Activities. It includes activities
which are either congressional directed or DoD initiated and
involves incremental amounts of appropriated Funds.

FY 94
$ Millions
oM, Acrmy
Army Environmentazl Policy Institute 6.5
Junior ROTC 69.1
San Francisco Conservation Corps .4
Golden Knights 2.6
78.6
&M, Navy
Coast Guard Support 18.2
Coast Guard Pay Raise 21.7
Junior ROTC 18.5
Blue Angels 16.5
Naval Observatory 9.3
Junior Leadership Corps 4.0
Cregon Marine Environmental Station 2.0
U.5.5. Chauvenet Museum 8.0
U.$.8. Nimitz Museum 1.2
Disadvantaged Business/Black Colleges 2.0
101.4
O&M, Marine Corps
Junior ROTC 5.1
QM. Air Force
Civil Air Patrol Corporatijen 4.4
Junior ROTC 16.5
Thunderbirds 4.5
25.4
OM, Army National Gyard
Los Angeles National Guard Outreach Program 10.0
Urban Youth Program 3.0
13.0
O&M, Air Hational Guard
Urban Youth Program 2.0
Q&M,_Defense
DoD Dependents Education 1,176.5
Former Soviet Union Threat Reduction 400.0
Humanitarian Assistance 108.0
Disaster Relief, Mt., Pinatubo 15.90

Drug Interdiction and Counterdrugs 590.9
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Legacy Resource Management 0.0
Aid to Public Schools 48.0
Office of Economic Adjustment 38.8
Pefense Conversion €5.0
Military Youth Program 70.0
Summer Olympic Games .
World University Games
World Cup Soccer
World War II Commemoration
Defense Health Program: Rural Health Demonstration
Indigent Care
Brown Tree Snakes
National Museum of Medicine
Conversion of Presidio intc National Park
Port Wadsworth National Park
National Park System Cultural Cyclic Resource Pgm
Project Peace
Administration of Native American Lands
Natural Gas Technology
Assistance to New Independent States of Former USSR 524.0
3,548.1

IR

[l
HOOWOoOO MNP A

L EX-N-K--N-R-RT N.-JT RVN_J SET N

[

0eM Total 3,7713.6

EQUIPMENT MAINTENANCE

Question: What percentage of the OfM budget is being spent on
mods, retrofits, maintenance and repair and overhau] of éxisting
systems (as opposed 0 readiness and cptempo activities;?

Answer: Of tka 8§62 ) nillicn m MM funding for <he
Department for FY ‘395, aoout $7%.% ciiiion {'T3) wili be sent on
2guipment maintenance. This includes sepot maintenance, stock
funded Jepot evel reparaples (DLRs) and "leid .#vel mainTenance.

T-45

QUESTION: Did the prime contractor on the T-45
{McDonnell Douglas) and the uniformed Navy recommend
that an alternate engine for the T-45 program be quali-
fied?

ANSWER: McDonnell Douglas and the Navy both con-
curred that life-cycle cost savings could be achieved
by qualifying and competing an alternate engine. How-
ever, subsequent reductions in T-45 requirements and
stretched-out T-45 procurement delayed the life-cycle
payback cross-over peoint, making the up-front invest-
ment unaffordable in the current budget climate.

QUESTION: Has a firm price for the engine which
has been rroposed for the T-45 been established by way
of a signed contract with the manufacturer, or could
the price of the engine increase?

ANSWER: The advanced acquisition contract with
ROLLS-ROYCE specifies a “not-to-exceed” price.
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UTILITY HELICOPTERS

Question: You indicated to me when we met last month that a
study of future Army utility helicopter requirements was soon to
be forthcoming. Has that study been concluded?’ If so, what are
its conclusions regarding a possible service iife extension
program for the existing UH-' (Huey} helicopters? I[f not, when
can we expect the study will be concluded ind made available to
Congress?

Answer: The study on future Army utility helicopter
requiroments is not complete. Pro)ected completion date for the
study is on/apout 1 May 95. The study will be made available to
the Defense Committees snortly thereafter. The subeect of a
possible service life extension program f'or the UH-V is included
in the study.

QUESTIONS SUBMITTED BY SENATOR DALE BUMPERS

S0TTOM UP ZEVIEW

Questizn: The 2ottom Ip Revisw says that “he U3 must e zDle
S0 3leal «ith %wo major reglonal zorni'iicts simul:zaresusly., Iloes
che 2UR [lorze strycfure issume %re ra: i
4i%h major vagionai threats? i net,

Strdeture cnange (D we Ionsiderec iz 2onIrioul
SUch A3 Fvutn aadrea, laudr +Uaoia. ng owur

answer: 7 Isnsidering Titure Tiree t2a3s, .2 ec tihat
al.iss cr Jriands sires mreafaneg oy relr
region (&.35., . ~TN
aiiies) «&oyld pars. <R
sarsiciration. «nia2n wauig ary
forces prompr acoess o Jac. oLl e
ericicai o the success 20 1erferse =rfarts.  [nde2d, Lt i3
difficult o magine zonguer:ing .arge 203.2 lorensse Iperations

without such ~soperat:on.

=S tar: sr sur 27forts o adapt YaTO and 2tner illianees o
the changing lemands of “he zeost- 3 War ara. Twe lzmniztiration
Wiil zentinue o work sowars more Di.2iC ArTanzemenis .
allies for comoined militarv oeratiang Taut Y ireal”
anduring rommon eresis w2 hare .n regions sutn i3 Iauthi
Asia provide a1 sound tasis Tar sucn arrangemeris,

QUESTIQN: What is the role of arms gales in U.5. national
security policy?

ANSWER: Defense exports play a critical role in U.S.
national security policy. These sales help maintain stable
regional defense balances, reduce demands on U.S. forces, contain
the spread of crises, and solidify existing defense relationships.
U.S. defense experts enhance interoperability with allied and
other friendly nations in the event of future coalition
operations. Vietory in Operation Desert Storm was heavily
dependent upon paration and intercoperability with allied
troops, many of whom were egquipped with U.§S. erigin weapon
syatems, In the future, the drawdown in U.S5. forces will increase
our reliance on regional allies and temporary coalitions.

Exports of defense articles also contribute to a healthy
domestic economy, which is an integral part of U.S. national
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security. It is estimated that each $1 billion spent in the U.5.
on procurement of defense equipment directly creates or preserves
20,000 man-years of employment. Defense exports help reduce our
own procurement costs, and contribute to the continuation of many
DoD production lines which constitute part of our mobilization
base in the event of a military emergency. As procurement for
U.S. forces decreases, defense exports assume a more significant
role in preserving the defense industrial base and saving American
jobs .

The U.S. Government maintains an extensive oversight process
to ensure that arms exports are fully consistent with U.§.
national security and foreign policy interests. These include
regional policy objectives, compliance with international
nonproliferation and arms control initiatives, the proposed
recipient’'s legitimate defense regquirements and ability to
effectively control retranster of the egquipment, protection of
U.S. defense technology and information, and impact on the defense
industrial base.

N: I am co-sponsor of a bill introduced by Senator
Hatfield, the Code of Conduct on Arms Transfers. If it is
adopted, the US could not sell arms to countries which are:
undemocratic, do not protect human rights, do not participate in
the UN Conventional Arms Register, or are engaged in aggression.
The bill provides for a presidential national mecurity waiver.
Would the Administration support such a code of conduct?

ANSWER: Promoting democratic values and protecting human
rights are important foreign policy objectives of the
Administration. Arms transfers are an important instrument of
foreign policy as well as national security. Arms transfers not
only provide for the security of the US, its friends and allies,
they provide a means for the US to engage these countries on
issues of importance to our national security and foreign policy
objectives. The proposed bill could limit our ability te achieve
our national security and foreign policy objectives, even with the
Presidential waiver authority.

We are particularly concerned about linking arms transfers
to compliante with the UN Register of Conventional Arms. The
Register was negotiated as a voluntary measure. It is alse still
in its beginning stages of development, and such an initiative
cculd chalienge its continued viability, as well as potentially
compromise our ability to defend higher order national security
interests.

Question: Would you please review for me the steps
required to gain approval for foreign arms sales: government
to government; commercial sales.

-- What agencies in the executive branch must approve the
transactions? What criteria do they use?

-- Which kinds of sales require Congreasional
notification? What is the form of that Congressional
netification?

Angwer: Arms sales requests are received from foreign
governments, in the case of government-to-government Foreign
Military Sales (FMS), or from U.S. industry, in the case of
direct commercial Salee (DCS). 1n PMS, the foreign government
submits a letter of request, generally to the cognizant U.S.
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Military Department, with copies to the State Department and
the Defense Security Assistance Agency. In DCS, U.5. firms
submit muniticns export license requests to the State
Department.

The State Department is responsible for security
assistance policy, including arms sales., and the issuance of
munitions export licenses. The Defanse Department is
responsible for implementing U.S5. Government defenme security
assistance programs, including FMS, and establishing the
availability of U.S. defense articles and services for transfer
abroad. The State Department must approve all arms sales; the
Defense Department and Arms Contrcel and Disarmament Agency
provide substantial input on arms sales decisions. The
Commerce Department is lted on prop d internaticnal
agreements for the codevelopment or coproduction of U.S.
defense articles. The Commerce Department also participates
with the State Department and Defense Department in the staff-
level Excess Defense Articles Coordinating Committee, which
develops recommendations to State Department decision makers on
offers of excess defense articles to foreign recipients. The
National Security Council participates in arms sales decisions
invelving major policy issues.

Sales may be made ohly to eligible foreign governments
and international organizations. Before a country may become
eligible to purchase defense articles and services from the
U.S. Government, the Prasident must find that the furnishing of
defense articles and defense servicea to such country ot
international organization will strengthen the security of the
United States and promote worid peace. Purchasing countries
and organizations must agree not to transfar U.S. defense
articles and earvices to third parties or use such articles or
services for purposes other than those for which furnished
without the prior approval of the U.5. Government. They must
provide substantially the same security for the defense
articles and services transferred that the U.S. Government
would provide.

Defanse articles and services may be sold by the U.S.
Government to friendly countries solely for internal security,
for legitimate self-defense, to permit the recipient country te
participate in regional or collective arrang 8 or res
consistent with the Charter of the United Natiens, to
participate in collective measures requested by the United
Nations for the purpose of maintaining er restoring
internaticonal peace and security, or for the purpose of
enabling foreign military forces in less developed countries to
construct public works and to engage in other activities
helpful to the economic and social development of such friendly
countries.

Each proposed arms sale is reviewed carefully to ensure
its consistency with U.S. foreign policy and national security
interests, including our interests in regional peace and
stability, avoidance of regional arms races, nonproliferation
of dangerous military capabilities, democracy and human rights,
U.5. forces' operational effectiveness and technolegical
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superiority, and the ability of the U.S. industrial base to
adequately support U.5. defense requirements. The
Administration approves only thos: sales that are consistent
with our foreign policy and national security interests;
economic factors are not a primary consideration.

Por most countries, Congress is notified at least 30
days, and generally more than 50 days, in advance of any
proposed sale of major defense egquipment valued at $14M or
more, any sale of defenae articles and services valued at $50M
or more, and any sale of design and conatruction services
valued at $200M or more., Sales to NATO and KATO member states.
Australia, Japan, and New Zealand are notified 15 days in
advance. Congress also is notified at least 15 days in advance
of all proposed sales or grant transfers of excess defense
articles. regardless of their value and recipients. Alsc
submitted to Congress are reports on emergency drawdowns,
projected program content, sale of war reserve stocks, sales
from stock having an adverse impact on US forces, estimates and
justifications for sales programs, enhancement or upgrade of
certain items, and othars. Typical notificatione consiat of
repsrts to the President of the Senate, Speaker of the House of
Representatives, or the chairmen of specific House or Senate
committees. .

: Does the Administration support the ides of
providing loan guarantees to compsnies for overseas arms sales?
ANSVER: U.5. defense sales are legitimate exports and should
enjoy the same access to official export assistance as other
U.S. exports. DoD supports the establishment of a defense
export loan guarsntee program. The Administration is currently
considering the establishment of such & program as part of its
conventional arms transfer policy review.

TRIDENT OFERATING TEMPO

QUVESTION: As you know, at any g¢given time we keep
aibout ¢7 of our guided missile submarines at sea. By
the late 1990s, that means we will have about 12
Trident submarines with “RR missiles and 1152 warheads
{4 per tube) at sea at any given time. ({By way of
contrast, Britain will keep only one of its four
planned Tridents at sea.) How do we know that is the
cptimum number of warheads tc guarantee deterrence?

ANSWER: The number of warheads allocated in
support of strategic deterrence is based on guidance
from the President in the form of the National Security
ecisien Directive. This guidance 1s further refined
P the staff of the Secretary of Defense and the Joint
chiefs of Staff, Based on current and petential
muslear threats, the TRIDENT submarine force with its
asscriated missile and warhead loading, will provide a
credible deterrent force well into the next decade.

Operating TRIDENT submarines at sea provides us
with cur mest survivable strategic asset on a day-to-




“ g4
95

day basis. This survivability coupled with the
unparalleled capability of the TRIDENT pilatform forms
the cornerstone of credible strategic deterrence.

The deterrent posture of the TRIDENT submarine at
sea is further enhanced by the availability of the
remaining strategic forces - inpert SSBNs, ICBMs, and
strategic bombers - which can rapidly generate to a
posture of maximum readiness if required.

QUESTION: Is the operating tempo of our Trident
submarines based on helding at risk a certain set of
targets in the former Soviet Unien? Or is it based
primarily cn the need to keep the crews well) trainerd?

ANSWER: The operating tempo of TRIDENT submarines
is dictated by the requirement of holding assigned
strategic targets at risk. However, submarine crews
mUSt Continue Lo operate at sea for reasonable periods
of time each guarter to maintain cperaticnal readiness.

QUESTION: Are you looking at how much we might
save by reducing the op tempo ¢f ocur SSBN fleet?

ANSWER: Since the SSBN fleel forms the backbone
of the strategic deterrent force, any reduction in
“perating tempo would adversely alfecl ovur ability to
meet our strategic-commitments. Reducing the operating
tempe of a strategic nuclear submarine dees not reduce
cests.  The operating costs asscciated with TRIDENT are
for direct maintenance reguirements, spares, and
utility suppert. As a matter of fact, a reduction in
cperating tempo would reguire an additional one-time
investment in ship piers, hardware to support more
ships tied to the piers, and continuing higher utility
charges with more ships in port. A significant change
ih the operating tempo would also require a major
change in the TRIDENT maintenance plan, resulting in
additional cost.

MODERNIZATION

QUESTION: Given the end of the cold war and given our
budget problems, wouldn’'t it make more sense to refurbish
some of our major weapons such as aircraft carriers and Los
Angeles class submarines rather than replacing them with
entirely new systems?

ANSWER: The end of the cold war has brought with it a
new series of challenges. The United States must maintain
the right combination of weapon systems to respond to a wide
variety of responsibilities while operating within a
constrained budget environment. Given the long lead time of
submarine and carrier design and procurement, shipbuilding
decisions made today will impact the military effectiveness
of our nation thirty years in the future. Even more critical
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to our naval superiority in the next century is the need to
retain an indigenous industrial base to sustain major weapon
systems such as aircraft carriers and submarines. While in
the short run, a strategy centered on refurbishment may
appear to be fiscally appealing, low rate production of new
design platforms represents the most cost effective solution
for the future.

Refurbishing major weapon systems does not exercise
vital parts of the production infrastructure necessary to
maintain shipbuilding skills and proficiency. In addition to
the degradation in design and specialized building skills,
lack of new production jeopardizes the survival of prime and
second tier vendors. Specifically. the sub-tier vendors
which provide the unique components for these ships must also
have new work in order te retain their own technical
expertise. Without evidence of a long term commitment to low
rate production, contracteors will abandon the shipbuilding
industry. Several studies have shownh that a shutdown
followed by reconstitution is extremely risky, costly and, in
fact, maynot be possible at all.

QUESTION: What is the military requirement for
CVN 767 Can that requirement be adequately performed
by a new or overhauled conventionally-powered aircraft
carrier?

ANSWER: CVN 76 is a key element in maintaining
and modernizing the Navy's carrier force level by re-
placing an older, less capable, conventional carrier
that is approaching the end of its 45 year service
life. The recent Department of Defense Bottom-Up Re-
view (BUR) sized our naval forces to fight and win in
two nearly simultaneous Major Regional Conflicts
{(MRCs). However, our overseas presence needs can im-
pose requirements for naval forces, especially aircraft
carriers, that exceed those needed to win two MRCs.
The flexibility of our carriers, and their ability to
operate effectively with relative independence from
shore bases, makes them well suited to overseas pres-
ence operations, especially in areas such as the Per-
sian Gulf, where timely access to land-based infra-
structure is politically tentative. For these reasons.
our force of aircraft carriers is sized to reflect the
CJCS Global Presence Policy reguirements, as well as
the BUR warfighting requirements.

The military requirement for CVN 76 could be ade-
guately performed by a new or overhauled conventional-
ly-powered carrier, however, there are several factors
that must be considered. In order to maintain the
Department of Defense carrier force structure of 11 +
1, a replacement carrier must be delivered by FY 2002.
Carrier acquisition takes nine years from appropriation
to delivery. This includes two years for advance pro-
curement funding and a seven year construction period.
There is not encugh time available to design and con-
struct a new conventionally-powered carrier and meet
the force structure replacement timeline of FY 2002.
Additionally, the recent Bottom-Up Review completed a
detailed analysis concerning modernization of older,
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conventionally-powered carriers to compensate for de-
laying the construction of CVN 7é. This medernization
strategy included retaining USS America (CV 66) beyond
its planned decommissioning in FY 1996 and operating

USS John F. Kennedy {(CV 67) for as much as eight years
beyond that ship's current estimated service life.
This modernization strategy was rejected because the
technical difficuities involved would make a service
life extension program (SLEP) for the America (CV 66)
prohibitively expensive, and further extending the .
Kennedy's (CV 67) service life would require an addi-
tional, unplanned and costly overhaul.

Another factor rejecting this coption was the
training and maintenance efficiency to be gained by
transitioning to an all nuclear powered carrier force.

QUESTION: I understand that we will soon start retiring
Los Angeles class submarines at 15 years of age, only one
half of their design life. Aren't they the best submarines
naw in service anywhere in the world? If so, what is the
military requirement for another SEAWOLF submarine?

ANSWER: The Bottom Up Review studied the issue of attack
submarine force levels. The results of the BUR determined
that the attack submarine force level should be reduced to 55
ships by FY-99 and then maintained -between 45-55 ships. The
Navy has instituted an aggressive plan to "rightsize" the
attack submarine force levels. Ten Los Angeles class (588s}
attack submarines will be retired rather than be refueled
within the FYDP. Retirement of these ten 688s is the best
way to reduce operating costs and to achieve an attack
submarine force of 55 ships by FY 9%.

The 688 is the best submarine in our fleet tcday.
However, recent analytical studies have shown that che SSN
688s have an increasing level of vulnerability against the
current and projected threat. As of today. there are other
submarines at sea or under construction which are as quiet or
quieter than our Improved €88 ($88I) class submarines. Also,
SSN 688s lack the room for growth required for a submarine
class expected to be in service throughout the first half of
the next century.

The SEAWOLF attack submarin= will be the guietest
platform and most capable submarine in the world when it
reaches the fleet in FY-96. Howaver, SEAWOLF is too expensive
for production in the numbers required to maintain force
levels. Authorization of SSN-23 will be requested in FY-95
to provide a production bridge which will sustain the
submarine industrial base until the Navy can complete the
design of the more affordable New Attack Submarine (NSSN! and
commence construction in FY-98. Also, SSN-23 will provide an
additional attack submarine with the raguisite stealth to
execute our national military requirements as defined by the
Joint Staff.

QUESTION: According to the press, the GAC has reported
that the F~15 will be able to deal with all prnjected threats
through abeut 2015. Why, then do we need to puxh forward with
deploying the F-22 ten years before then at a «<ost of some S75
billion or so?



. 181
T

ANSHER: The GAD s incorrect 1n its assreriion that the F-
15 will be able to deal with all projected thrcats through 2018,
An extensive review of the GAO repori in questin found that it
used invalid analysis, and dlid nol consider the critical threat
of Surface-to-Air Missiles (SAMS) at all. In addition, the
Ieport is inaccurate in its depiction of the th:eat anticipated
for 2000-2015. For these reasons, the GAO report in question is
not adequate for making decisions on F-15 replacement .

The GAO report substantiaslly underestimated both the
quality and quantity of the fighter Lhreat beyond the year 2000.
The current U.S. air superiority fighter, the F-15, is losing its
techrology edge to newer, more advanced threats. Many fourth
generation fighters such as the Russian MiG 29, the SU 27, and
the French Mirtage 2000 have achieved rough per{ormance parity
with the F-15 and are available for export. By the time the F-22
reaches Initial Operationai Capability thousan.is of these fourth
generation aircraft will be widely proliferated to potential
adversaries.

The GAO used the wrong aircraft as the most challenging
Threat in their report. On the horizon are a n.mber of fourth-
plus and fifth generation aircraft that will culclass the F-15.
The Rusnsian Multircle Fighter Interceptor (MFI) is a prime
example of a fifth generation aircraft and is tie threat the GAO
should bave used. By the F-22's early service life (2005-2010),
the U.5. expecis that the Russians alone could have [deleted]
fourth-plus and fifth qeneration aircraft, including {deleted]
fifth generatjon MFIs.

Resides newer threats, there is an emerging threat from
hybrid aircraft. These are systems that combine older fighter
airframes with updated radars, missiles. and avionics. Both
Israel and Russia are marketing upgrade programs that would
qareat.iy enbance the iethality of the HiG-2l, over [deleted] of
which are now in service.

The numerous and increasingly sophisticated aircraft
threat, combined with a proliferation of advanced SAMS, dictates
the need t5 push ferward and replace the F-15. Its replacement,
the F-22, is designed t~ contend with these advanced threats and
provide the U.S. with air dominance well into the next century.

——

QUESTIONS SUBMITTED BY SENATOR FRANK R,
LAUTENBERG

Overseas Contamination

QUESTION: Did Environmental problems at military
bases in the U.S. and overseas result from U.S.
activities?

ANSWER: Training and industrial-type activities
by U.S. Military forces have resulted in adverse
environmental impacts at military installations in the
U.5. and overseas, However, not all contamination at
military installations has been caused by U.S, forces,
On overseas, bases, in particular, contamination may
have been caused by use prior to the arrival of 0.S.
forces, as a result of combined U.S5./allied forces
operations, or as the result of the operations of
another military force which also has rights to use the
facility. Obligations to correct any adverse
environmental effects caused by U.S, forces are related
to specific basing rights or country to country
agreements. To prevent the creation of additional



- 188
99

contamination, the Department has developed a program
to identify standards for environmental compliance
taileored to each country where we maintain a presence.

Pollution Prevention

QUESTION: 1Isn't it appropriate for the Pentagon
to spend money on pollution prevention now 50 we will
not need to spend billions down the road to pay for
environmental cleanup?

ANSWER: Yes. It is not only appropriate, it
makes good business sense. The Deputy Under Secretary
of Defense (Environmental Security) established the
position of Assistant Deputy Under Secretary of Defense
(Pollution Prevention) to focus onthis issue. That
office is actively engaged in making pollution
prevention a key element of our environmental security
program. The Under Secretary of Defense {Acquisition
and Technology) issued a memorandum on December 10,
1994, committing the entire Department to pollution
prevention and implementing Executive Order 12856
"Federal Compliance with Right to Know and Pollution
Prevention Requirements." The Department is moving
away from end-of-pipe controls to making pollution
prevention an integral part of the acquisition process
and facility management. The Military Services and
Defense Agencies have initiated active pollution
prevention programs.

QUESTIONS SUBMITTED BY SENATOR ALFONSE M. D'AMATO

Question: DoD Comptroller has withheld FYSH funds authorized
and npfroprlated for the Real-time Eleetronnfnetlc Digitally
Controlled Analyzer Processor (REDCAP) facility pending the
release of the Reliance report' the only test and evaluation
facility so treated. ‘hy didn't the Comptroller withhold the
release of hundreds of millions ot' dollars ol FY9i upgrade funds
sunportln§ 22 major test and evaluation facilities until the
release of the Reliance reportc?

Answer: The FY94 President's Rudget raflected a balanced
proﬁrnn {or maintaining and modernizing test and evaluation
facilities as efficiently as possible. During deliberationz on
development of the FYO4 President's Rudget. the decision was made
to reduce the level of on-going upgrades at REDCAP and defer new
upgrades until the specific issue of possible collocation raised
by the DoD Inspector General had been addressed in the Reliance
Report. Given that decision, it was not ciear whether the
additional FYOU funds provided by congress could be applied
ef{}cien:ly depending on the pending issue of possible
collocation.

RESOURCE REQUIREMENTS

QUESTION: Sectjon 158 of P.L. 103-160, titled Sales
Authority of Certain Working Capital Fund Industrial Facilities
of the Army, included a secticon calling for prescription of
regulations not later than 30 days from date of enactment.
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It's 90 days since the date of enactment. What is the status
of the regulations?

ANSWER: Development of thess regulations is underway on
an expedited basis. Action was taken to delegate this
authority to the Army immediately after the snsctment of the
FY94 National Defense Authorization Act, but, that delegation
was subsequently found to be legally insufficient. The Office
of the Sscretary of Defense ie preparing a document that fully
complies with the legislaticn, as well as requirements
governing the proper delegation of such authority. The currest
DoD Directive dealing with this authority will be canceled.
The Army will then issue guidelinas for appropriate uss.

Installed System Test Facilities (ISTFs)

QUESTION: Some in the test and evaluation
community have argued that Installed System Test
Facilities (ISTFs) are good for instrumented testing of
self-interference, but cannot test electronic combat

_effectiveness? Do you agree? If not, what do you
believe are the strengths and weaknesses of ISTFs?

ANSWER: Effectiveness testing of electronic
combat equipment requires a Category 1 ISTF (Reliance
EW Panel Definition). Category I ISTFs are defined as
those that have a full complement of true frequency
signals including full multispectral simulation,
interactive threat radar systems and/or validated
simulators, and a high fidelity dynamic range and angle
simulation capability., Such a facility provides the
capability to simulate real-world dynamic engagements
between multiple players on both sides. ISTFs are
critical for testing the performance of integrated
weapons platforms. Systems on these platforms require
multiple, simultaneous, multispectral (communications
to optical wavelength) inputs in order to fully
accomplish end-to-end performance testing. ISTFs today
approach but have not fully achieved the full Category
I capability. )

The strength of ISTFs is their capability to test
the fully integrated weapons platform prior to open-air
testing. ISTFs also test the responsiveness of on-
board systems to external stimuli to determine if the
total platform with all of its on-board systems in the
correct physical configuration can be subjected to
performance of the platform to be evaluated to
determine how well the on-board systems work in a
mutually inclusive environment without interfering with
each other. These integrated systems tests can be
performed within an ISTF for a fraction of the cost of
performing them in an open-air environment (typically
1/10 the cost on a per hour basis) while also providing
a more highly controlled (sterile and repeatable)
environment than can be attained in the open-air.

ISTFs allow the testing of the susceptibility of
platforms te externally generated, potentially
disruptive signals that could compromise the



performance of the on-board systems. The very dense
signal environment tests cannot be performed in the
open-air because of the costs.

Current ISTF limitations include full
multispectral capability, the ability to test air to
ground radar systems, faithful reproduction of
transmitted waveform shapes, and the lack of true far-
field signal radiation effects in dynamic scenarios.

ISTFs are a critical test resource in the TiE
evaluation process but are only one part of the
symbiotic whole.

F-22 TEST AND EVALUATION

QUESTION: In a report to Congress last year, the Air Force
stated that the avionics and electronics of the F-22 required unique
test and evaluation (T&E) capabilities not currently available. What
is it about the avionics and electronics of the F-22 that require unique
T&E capabilities? What are those unique T&E capabilities, where
will they be iocated, and what will they cost? What other
developmental programs require similar T&E capabilities?

ANSWER: The F-22 has a fully integrated avionics system that
correlates information from multiple sensors. Testing requires the
ability to stimulate all of these sensors simultaneously with signals
that appear to come from a single target. This capability does not
exist in current hardware-in-the-loop (HITL) facilities or installed
system test facilities (ISTFs). Planned upgrades will still not give
these facilities integrated avionics test capabilities. The only facilities
that will be capable of F-22 testing are the Avionics Integration Lab
(AIL), at Seattle WA, and the System Integration Lab (SIL) at the Air
Force Flight Test Center {AFFTC), at Edwards AFB CA, through
upgrades planned in the Electronic Combat Integrated Test (ECITY
program. The AIL and the SIL are the only facilities that will permit
testing of the F-22 avionics as a complete suite—which is required to
determine overall performance—and not as individual components,
The planned F-22 budget for the SIL and AIL will be provided by
18 Mar 94. No other current programs require this unique capability;
however, the government test facilities used by the F-22 can test
other aircraft such as the F-18, F-14, B-1B, B-2, F-16, and F-15. Itis
anticipated all future fighter development programs will require this
capability.

C-17 Cost, Schedule, and Performance Criteria

QUESTION: In recent testimony before the House
Armed Services Committee concerning the C-17, the GAO
questioned the lack of "established specific cost,
schedule, and performance criteria against which to
evaluate improvements in the contracter's performance
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and which will enable Dob (and Congress) to make an
informed decision on whether t¢ continue the program
beyond 40 aircraft.” Please describe what you believe
to be proper cost, schedule, and performance criteria
to judge the C-17. -

ANSWER: The Department of Defense is committed to
establishing criteria against which to assess
contractor performance for the November 1995 C-17
Milestone III decision, as one of the factors required
to determine whether to continue the C-17 program
beyond 40 aircraft. Criteria already exist in the
areas of: cost (1. a further cost and operational
effectiveness analysis, similar to that conducted by
the Institute for Defense Analyses, to be performed
prior to C~17 Milestone III, and 2. a compariscn of
each of the C-17 lot's estimated cost at completion as
compared to the lot's target cost); schedule (delivery
and production rate criteria in the FY94 Authorization
Act); performance (1. key performance parameters in the
C-17's Acquisition Program Baseline to be revised for
consistency with the revised specifications in the C-17
settlement between DoD and the contractor, and 2. the
performance criteria in the FY94 Authorization Act).

At the regquest of the Under Secretary of Defense
(Acquisition and Technology) (USD(A&T)), the Air Force
is currently developing specific criteria (from above
or additional cnes) for the Milestone III decision,
which will be presented to the USD{A&«T) for a decision.
The entire process is estimated to be completed before
the end of FY9%4. The criteria will then be provided to
the congressional defense committees.

Pilot Programs

QUESTION: Just as flouting Congressional
direction has gone from happenstance to habit in the
Pentagon, acquisition reform "pilot programs” have been
proposed that could gut program oversight by waiving
most documentation, including CAIG estimates and COEAs,
program objectives, baselines, and milestones, and test
and evaluation. Were such waivers granted, the result
would be self-designed, event~based, self-monitored,
self-enforces, self-tested, and self-evaluated
acquisition programs all but impervious to
Congressional contrel. Why should we grant that kind
of latitude to the Services when they increasingly fail
toe respond to their Congressionally-mandated overseer?
In fact, why shouldn't we write the 5000 series
acquisition regulations into law to hold the Pentagon's
feet to the fire?

ANSWER: DoD has not "gutted” oversight of the
pilot programs. The pilot programs will be conducted
in accordance with the acgquisition policies contained
in both DeD Directive 5000.1 and DoD Instruction
5000.2. The Under Secretary of Defense (Acquisition
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and Technology) will continue to be the milestone
decision authority for the two pilot programs that are
major defense acquisition programs {i.e., JDAM and
JPATS). None of the milestones have been waived. None
of the programs has been relieved of meeting any of the
minimum required accomplishments for proceeding with
development and production.

The intent of our statutory waiver request, as
expressed in the analysis accompanying the proposed
legislation, is to remove statutory detail in baselines
and SAR/UCR reporting and to allow flexibility and a
lower oversight level for cost estimating and baseline
their programs, report to Congress, and independently
estimate costs and conduct operational tests.

Likewise, our regqulatory relief efforts will not
remove the requirement for the pilot programs to adhere
to DoD acquisition policy. The regulatory relief being
granted will allow the pilot programs to use tailored
procedures to meet the intent of the policy.

befense Industry Consolidations

QUESTION: What specific defense-related skills,
capabilities, or facilities have you identified as
making up our critical incustrial base? Will the
proposed procurement of the CVN-76 sustain any of these
skills, capabilities, or facilities? What procurement
alternatives exist for protecting those same skills,
capabilities, and facilities?

ANSWER: The Department is preparing a report
pursuant to section 1031(e) of Public Law 102-484 on
the adequacy of the shipbuilding industry to meet
military requirements, including sealift, during the
period 1994-1999 and the causes of any inadequacies
jdentified and actions that could be taken to correct
such inadeguacies. The report should be available to
the Committee by the end of March 1994,

The proposed procurement of CVN-76 will help to
sustain some of those critical skills, capabilities,
and facilities for shipbuilding and selected portions
of the vendor base.

The Bottom-Up Review directed procurement of an
additional SEAWOLF submarine in FY96 at Electric Boat
to maintain the nuclear submarine industrial base. The
combined effect of the CVN and SSN programs as
currently structured will sustain all or most of the
nuclear shipbuilding industrial base at minimum
production rates through the FYDP period.

v-22

Question: In recent testimony before the House Armed Services
Committee. Ueneral Mundy estimated the production flyaway ecost of
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the V.22 at $42 million., What rate of procurement is required to
support a ¥-22 production {lyaway cost of $42 million?

Answer: A race of orncursment of 2U aireraft per jear is
required to support the $42 million production flyaway cost.
Funding currently igentified in the Future Years hefense Program
(FYDP) (or the Medium Lift Alternative (MLA) 's :nsut'ficient to
procure the V-22 at that rate. Jdccording to current plans that
rate would be achieved in FY 2026. Production rates and
associated funding will e addressed at the V-22 Defense
Acquisition Board schedquled for September 1994,

Question: last vear. the Marines paid $27 million for CH-
§3s. cCan medlum !ift requirements be so arduous as to jJustify a
solution that is at least half again as expensive as the solution
to heavy Lift requirements?

Answer: Yes. Our experience and numerous studies show %hat
the CH-53Es low survivability, large size for limited ship flight
decks and tactical loading zones, snd high waintenance sanpower
requiresents make {t a poor choice for the assault wedium iift
mission. The lenter {or Naval Analyses 993 Medium Lif%
Replacement Cost and Operational Effectiveness dnalysis ~CODEA)
supperts this conclusion and determined that the [-22 <as =he most
cost-2ff2ctive and most capable option within the range ot $26-$36
billion Life Cycle Costs.

QUESTIONS SUBMITTED BY SENATOR ARLEN SPECTER

Environmental Programs

QUESTION: Your Department has expressed concern
that the budget for Dol environmental programs will
continue to rise at a steady rate through the remainder
of the decade. How much of an increase do you expect
for environmental programs by the year 20007 What
percentage of these funds are dedicated for nuclear
handling and cleanup activities? What percentage of
nuclear maintenance and clean-up activities is funded
through the Department of Energy?

ANSWER: As the Cleanup program enters the more
expensive portion of restoration, both in the Base
Closure area and active bases, costs will continue to
increase 2 - 3 percent per year. In addition, the
always increasing number of environmental regulations
with which we must comply causes the Department to
devote increasing resources to these programs. The
bulk of nuclear cleanup and handling activities are not
contained in the Department's environmental program.
The cleanup program identified only about 2 percent of
our active sites where a potential for low level
radiological waste exists. The Department of Energy
request for Defense Environmental Restoration and Waste
Management is about $5.2 billion in FY 1995. Further
details should come from the Department of Energy.
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SHIPBUILDING INDUSTRIAL BASE

Question: The level of Navy ship construction envisioned in
this pian may not be sufficient to sustain the existing shipyard
base. More than 50 percent of the ship construction mcney is
dedicated to one vessel, the next new nuciear aircraft carrier,
(CYN-76). Wwhy is it assumed that only by building new nuciear
aireraf’t carriers can we sustain our shipbuilding industrial base?
A 300-ship Navy would require us to build ten ships a year, )
assuming 4 normal 30-vear vessel life. But our current build:nf
scnedule can oniy support about half that number. ‘low do you plan
to sustain the existing shipyard industrial Sase by bullding only
nucleiraalrcrart carriers and a smattering of other smaller
vessels?

Answer Huildln? only nuclear aircraft sarriers will "ot
sustain the entire shipbuilding industrial base. The Department
of the Navy shipbuilding and conversion six year plan supports the
proper mix of ships and force levels derived from the Department
of Defense's Bottom Up Review.

The current shipbuilding industrial “ase reflects the buildup
of Navy force levels in the 1980's concurrent with the virtual
loss of commercial shipbuilding business during that period.
Downsizing, or "rightsizing,” Af the shipbuilding industria! base
will continue over the next several years adue to aseclining Navy
shipbuilding programs and the absence of commersial shipouilding
contracts,

1s the shiobuilding industry centinues *n Jownsize oy
=liminating idled production capacity, addttional high wage jobs
Will be lost and some shipyards will have to [ind cther work,
diversify, or close. it is clear that forecasted Navy
shipbuilding requirements are insufficient to sustain the
shipbuilding base as it exists. Efforts to revitalize the
commercial shipbuilding industry wust be successful beyond those
sSupported by defense-unique programs. -

Elements of the shipbuilding industrial base are exploring
noportunities and/or liversirication initiatives such as the
Advance Research Projects Agency (ARPA) program inown as the
Technology Heinvestmént Program (TAP). inother, wore
tamprenensive plan ter <he snipouiiding :naustry 5 =he
President’'s jtrengthen:n rica‘s sh i ilan for

< ting in the International Yarket, th: v ;i ed to the
Jongress Ln Uctober . -he five-part plan s :ntendad to

issist efforts aiready in progress within the industry with “he
oblective of wmaking cge industry competitive on an international
basis. It is a transitional program and consistent with federal
assistance to other industries seeking to convert from cdefense to
¢ivilian markets. A4RPA will sxecute the program in coliaboration
with the Department of Transportation. Jther :nitiatives within
the Department of Defense, such as dequisition Reform, Civilian-
Military Integration, and Duai-lUse fechnology. -ave significant
potencial for assisting in industry's quest or Qaining worid
class commercial shipbuilding programs. .n .adition to soistering
the ingustry Urom a technologicai and financial stanapoint. shere
are certain 2conomies irom achieving these capabilities wnich will
appreciably benefit Navy shipbuilding programs in the future.

V-22 Osprey

Question: When do you expect to obligate the 315 million
agpropr1ated last year for R&D for a special operations variant of
the v-227
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Answer: A portion of the $15 miliion can be obligated as
early as Haa 199L.  These funds will be used to initiate the
integrated USMC/SOF program. The balance of the $15 million will
be obligated in the first quarter of FY 1995 follovwing the Defense
Acquisition Board review o? the program in September.

Questinn: The Marines have mentioned that they are
considerln% requesting approximately $1.5 billion to rehabilitate
the aging fleet of CH-U6s while we wWait for the V-22s to come into
service, Would you support such an initiative?

Answer: Our FY 1995 budget and the accompanying Future
Years Defense Plan fully funds a Dynamic Component Improvement
Prngram (DCUP) to restore the original 1ift capability to the
CH-D6 rleet (4340 million through FY 1999). The Marine Corps will
be completing a Service Life Assessment Program {SLAP) at the end
of April to determine the need for any further upgrades to the
CH-U6 and CH-53 fleets. The SLAP study will relate the need for
specific upgrades to alternative service entry points for the
replacement aireraft. It is mot expected that any funds lor these
upgrades would be necessary until after the turn of the century.

QUESTION: The Washington Post reported on Monday, Feb 28,
that the UN Commander, Gen. Michael Rose had decided to move
relief convoys throughout the country without aakin7 permission

" from battling factions. [ these convoys provoke {'ire trom the
Serbs, are you prepared to authorize use of US NATO warpianes to
conduct air strikes to ensure zhe delivery of humanitarian aid?
If not, would this then not amount to a continued de_racto jiege
of Sarajevo?

ANSWER: General Rose did state “hat he would move convoys
throughout the country without asking permission from the battling
factions. On reflectlon. however, ne eiected not o follow
through with this action, i.e. General Rose decided against
"pushing through® a convoy. Had a situation developed, NATO
aircraft were prepared to respond under established UN and NATO
procedures for Close Air Support.

Reuse at Closing Bases

QUESTIOK: In my meeting with you on February 3,
1994, you advised that bids on new Navy repair work
would be permissible under DoD policies if the new work
fit into a reuse plan. If the plan brought into
existence a reuse authority which couvld function
independently of the shipyard and had the backing of
private investors, would you allow such an entity to
bid on DoD work? What would you consider to be the
ideal entity for organizing the reuse effort so that
some DoD work may act as a bridge to a viable
commercial entity?

ANSWER: Your question potentially addresses two
types of competition. First, before the shipyard
closes in September of 1995, the shipyard could
possibly bid on Navy repair work with other Navy
shipyards. However, significant work packages can take
up to & year to bid before award, so that deces not
appear to be a viable option. However, while the Navy
must, by law, preserve the shipyard for emerging
requirements, I understand the Navy is prepared to
lease parts of the Philadelphia Shipyard to a duly
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constituted reuse authority before the shipyard closes,
and is prepared to lease the remaining parts which will
come available after closure. Hence, a reuse authority
could bid on Navy repair work as a private entity in
competition with other private shipyards. These
competitions would be based on the Federal Acquisition
Regulations. The ideal entity would: be able to enter
into a lease for portions of the shipyard; be able to
maintain that portion of the shipyard:; and be able
{both in terms of skills and financing) to
satisfactorily perform the repair work per the
contract.,

QUESTION: 1Is it your view that the US should play a
leadership role in stemming the proliferation of sophisticated
strategic and conventional weapona? By participating in the
Singapore air show at a cost of $575,000, is the US sending
messages to those nations who seek to acquire sophisticated
strategic and conventional weapons?

ANSWER: The US should play a leadership role in curbing
destabilizing arms transfers. The US should also support arms
transfers when they help meet national security and foreign policy
objectives.

USG participation in the Singapore air show was in the
national security interest since the strong US presence
demonstrated cur commitment to the Pacific region, contributed to
our cooperative sngagement strategy and helped enhance military-
to-military contacts. Participation in this or any other
exhibition, however, will not result in sales of US squipment that
are destabilizing to the region in questien, nor will it undermine
the case-by-case review which the Defense and State Departments
undertake before approving the sale of US equipment.

QUESTIONS SUBMITTED BY SENATOR PETE V. DOMENICI

Redirection of Soviet Nuclear Scientists Toward
Civilian Careers

QUESTION: What is being done by DoD and DOE to
redirect Soviet nuclear scientists and engineers toward
civilian and private sector careers in Russia, removing
the temptation for them to work on bombs for places
like Iraq?

ANSWER: The Cooperative Threat Reduction (CTR}),
or "Nunn-Lugar" program, is promoting U.S.
nonproliferation objectives through the establishment
of science and techmclogy centers in Moscow and Kiev.to
employ Russian and Ukrainian weapon scientists in
productive civilian endeavors. These will help prevent
a potential brain drain from contributing to the global
proliferation problem and, at the same time, is an
investment in a demilitarized future for former Soviet
scientists,
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The International Science and Technology Center
(ISTC), headquartered in Moscow, began operations on
March 3, 1994. This followed the signing of a protocol
document by the founding parties, the United States,
the European Union, Japan, and the Russian Federation
on December 27, 1993, that allowed the Center to open
on a provisional basis pending ratification by the new
Russian parliament. The U.S. has provided $25 million
to the ISTC through the CTIR program, The European Union
has provided $25 million, Japan has provided $17
million, and the Russjan Federation has provided the
headquarters facility. The objective of the ISTC is to
prevent the proliferation of technology and expertise
reiated te weapons of mass destruction (WMD) by
providing peaceful employment opportunities to
scientists and engineers formerly involved with WMD
including their delivery systems. The ISTC Governing
Board approved the first round of funding for 1STC
projects during its inaugural meeting on March 17-18,
1994, in Moscow. A total of $11.9 million dollars was

"committed to 23 projects involving more than 600
Russian scientists and engineers as well as hundreds of
additional technical support personnel. The Governing
Board alsc acted favorably on requests for membership
in the ISTC from Armenia, Belarus, Canada, Finland,
Georgia, Kazakhstan, and Sweden.

Secretary of State Christopher and representatives
from Canada, Sweden, and Ukraine signed an Agreement to
establish a Science and Technology Center (STCU) in
Ukraine on October 25, 1993, The U.S. has pledged $10
million to the STCU through the CTR program, Canada has
pledged $2 million, and Sweden has pledged $51.%
million., The Ukrainian Government has indicated that
they are now prepared to take executive action to
complete the internal procedures required for the STCU
Agreement to enter into force. We eagerly await word
from Ukraine that these internal procedures have been
completed. In the meantime, State Department is
consulting with our partners (Canada, Sweden) and we
are prepared to move things forward gquickly over the
coming months to get the STCU up and running.

BALLISTIC MISSILE DEFENSE ISSUES

QUESTION: The most successful exanple of U.S.-Russian defense
industry cooperation is the TOPAZ space power project. After
sevaral years the project has shown how Russian and American
engineers can do useful research with civilian applications. Will
DoD continue to fund this pionesr program?

ANSEWER: The TOPAZ space power project continues to be an
¢xcellent sxample of cooperation and defense conversion activities
batween the United States and Rusgia. As a result of the Bottom Up
Review, FY 1994 Defense Authorization and Appropriations Acts, the
Ballistic Miesile Defense Organization (BMDO) sharply focused its
activities on its core programs. BMDO now executes a technology
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readiness program for National Missile Defense, a vigorous
acquisition program for theater ballistic missile defense, and each
grounded by technology investments that will deliver components and
systems for the next generations of ballistic missile defenses.

The TOPAZ thermionic power system, could produce deployable
power sources in cases where the economics of relatively high power
requirements favor nuclear power generation over solar cell
technology. They werse contemplated as alternatives for large scale
active sensors. However, BMDO emphasis on acquisition of theater
defense systems reduces the immediate value of such technology
investments to the projected BMD architecture.

As a result, and in response to Congressional direction, BNDO
is prepared to transfer management and funding responsibility for
the co-operative TOPAZ space nuclear power project to the Air
Force. Pending Department approval, this transition will be
performed so as to minimize disruption to the ongoing nonnuclear
testing and evaluation sctivities, Funds currently budgeted for
power tachnology in the FY 1994/1995 BMDO budget submittal will be
reallocated or suballocated to the Air Force to fund this activity.
FY 1996 and outyear funding will be transferred to the Air Force
and will appear in the Air Force budget submissions.

Question: what is the status of the overall Nunn-Lugar
program? Why are the periodic reports to congress so late? As we
meet today. Congress has not received the last two quarterly
reports tor 13931, as required by law.

answer: Of the $800 million in FY92 and FY93 transfer
authority oprovided to DoD unoer <he Nunn-Lugar togislation,
Congress has peen notiried of the intent to wbligate up to 3790
miilion for projects of assistance -0 Belarus. Xazakhstan, Russia
and ‘Jkraine. Through December of *993, She Department of Jetense
has signed agreements totaling up to $731 million in assistance.

As a result of our diplomacy, in which the Nunn-Lugar program
has nrovided critical leverage and reinforcement, Belarus,
Kazakhstan, and Ukraine have agreed to denuclearize completely,
removing all nuciear weapons rom their territories in the
shortest possible time. 4ll three countries have ratified the
START | Treaty, 3elarus and Kazakhstan have acceded to the Non-
Proliferation Treaty as non-nuclear weapons states, and Ukraine
has committed to accede to the Non-Proliferation Treaty.

T aoologize for =he delay in submitting zhe last Quar“erly
Report for FY 7993, As vou are aware, -he discussions which the
S btagan with the F3U states aligibia to receive Nunn-Lugar Dinds
nearly two vears ago, .n some cases. -ave ;ust oroduced resulta in
tne ‘ast {aw months. "% wZa3 aniy .n Oeceomper -=at «Jkraine ind
Kazakhstan iceepted IS Nunn-fagar :sjistance - r Mssiie ind silo
iigmant lement ang other jurpeses. 1 Uigt. oee the 3t
Juarterly report “here has peen extraoreinary .rogress -ne
Nunn-Lugar program with the negotiation and signature of nearly 20
pro ject implementing agreements. The success o' the program asver
“he last guarter of FY 993 results in 1 sarticularly 2sositive
report Wnich we are anxious to grovide =o meat - longressianai
wersight requirements, The felay 1 oroviding the report nas
been gue to administrative ind coordination oraobiems which have
seen mesgived.,  ™Mis report s :n tne Tinai stages of draparation
and «1.. 2e submitted very snortly.
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SUBCOMMITTEE RECESS

Senator INOUYE. The subcommittee stands in recess until Tues-
day, March 8, when we will receive testimony from the Chairman
of the Joint Chiefs of Staff, Gen. John Shalikashvili.

[Whereupon, at 5:24 p.m., Tuesday, March 1; the subcommittee
was recessed, to reconvene at 10 a.m., Tuesday, March 8.]



